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“The speedy hands of the typist 


need never leave the keyboard 


THE MOTOR 
RETURNS THE 
CARRIAGE 


A mere touch of the ‘‘return’’ key 

which is conveniently located on the 

keyboard, causes the motor to return 

the carriage to the starting position, 

or to any predetermined intermediate 

point. Spacing to the next writing line 
is automatic .. . and accurate. 


THE MOTOR 
SHIFTS TO 
CAPITALS 


A light depression of the ‘‘shift’’ key 
(normally used to shift the platen manu- 
ally) causes the motor to shift the 
platen instantly to the upper position. 
Thus, ‘‘shifting’’ is instantaneous, light 
and easy. . . the motor does the work. 


Think what this new development means in 
the saving of time and energy; how much 
faster and easier it makes typing; how it 
increases production and results in a con- 


sistently better grade of work. 


Like all Burroughs machines, this new type- 
writer is built to give long, dependable, 
economical service. It is guar- 
anteed by Burroughs; it is 
backed by Burroughs’ own 
worldwide service organiza- 
tion...skilled and experienced 
in servicing electrically con- 


trolled Burroughs machines. 





The keyboard is standard. . . There is no new touch to learn 


Burroughs Electric Carriage Typewriters— 
as well as all other Burroughs typewriters— 
are now being displayed at local Burroughs 
offices. Telephone for a demonstration, or 
write for illustrated, descriptive folder. 
Burroughs Adding Machine Company, 
6228 Second Boulevard, Detroit, Michigan. 
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rLETTERS- 





50. K. Manila! They're on the Way 


Strs: My interest in the contents of The Burroughs Clearing 
) House has induced me to bind them in five separate volumes to 
: BR ontain the 1928, 1929, 1930, 1931 and 1932 issues. Unfortunately, 
Showever, the July 1929, and May, 1930, copies were missing from 
Bmy files. I will be very much indebted to you if you can furnish 
them. 
Your magazine is the one of the few publications on banking and 
{finance which I find interesting for people connected with banking 
institutions. The articles which appear therein, and the clearness 
Mand conciseness of the style in which they are written, are points 
Mthat appeal to me. This is why I have taken the trouble of care- 
MH fully preserving them in my private library. I think you will be 
clad to know that they have been referred to on many occasions. 
a Atserto P. Reyes, Branch Auditor, 
Philippine National Bank, Manila, P. I. 
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Bnd Still Another Boost 


7 Sirs: I shall be very glad to have The Burroughs Clearing 
} House come regularly to my desk. I have always read it with 
q great interest and feel it is one of the most helpful to bank officers 
of any of the technical magazines which are published. As a 
) matter of fact, in the last issue I found two articles which were of so 
ymuch interest to us that I cut them out and passed them around 
A: our officers for their information. 
C. R. Dewey, President, 
Grace National Bank, Hanover Square, 
New York, N. Y. 
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§The Booklets Are Being Mailed 


* Sirs: Thank you very much for your letters of August 8th and 
gfor the courtesy shown in directing the attention of vour readers 
}to our “Warehouse Receipts as Collateral” in the manner that you 
idid in your August issue, copy of which has now been received. 
It is very gratifying that you have already been called upon by 
so many bankers for copies of our booklet. We shall promptly 
furnish copies to the bankers listed in vour letters and we shall let 
git — that it is at your request that we are sending them the 
sbooklet 





Witson V. Litt.Le, Executive Secretary, 
American Warehousemen’s Association, 
Chicago, Illinois 
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Insured Deposits—And See Page 6 


Strs:_ I am sending you a chart that I located just after send- 

jing you the manuscript on tentative plans for the Federal Deposit 
PInstranceCorporation and the outlook for new banking legislation. 
» is No doubt y _ ill 
2. pacsrbent e Arron want to reproduce 
Directors; c F CURRENCY this chart m4 I feel 

sure readers of The 


3. ComPTRoiie 





[FEDERAL DEPOSIT INSURANCE CoRP | 








































































































ATVSeTTTs pea Burroughs Clearing 
, Sactslethcedael House will find it of 
=_ interest. It shows 
Tiusistanni! Usted Gute ers oe 
.) power cme ae tentative organiza- 
Til I ee built to administer 
3 eis} ee) ee the affairs of the 
| | = lass] folissacssn| imsurance corpora- 
NOwMEmBcR Danas tion. 
a As I state in my 
io} k ceaneneee fone] manuscript the cor- 
c — poration will have a 
gs complete set of 
| (eastern) examiners which will 
a =r act independently of 
| | ees the examining forces 
a of the Federal Re- 
; Linvestments | serve System, the 
e Comptroller of the 
Currency, and the 
Reconstruction Fi- 
nance Corporation. 
ARTHUR CRAWFORD 
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“Bankers Have Been Too Reticent”’ 


Sirs: I have been receiving your magazine for some years, 
and have always read it with a great deal of interest. Many of the 
articles are especially well written and pertinent to the banking 
profession, and I sincerely trust they are as widely read as they 
deserve to be. 

The article in the current issue by Mr. Puelicher is not only 
timely but very much to the point, and voices a sentiment I have 
felt personally for years. Bankers all along have been too reticent 
in their utterances and writings regarding public relations, and 
now that we seem to be on the defensive, this is the time, as 
Mr. Puelicher so ably expresses it, to “Speak Up.” 

Naturally, the article by our Comptroller, Mr. Quaden, is one 
we heartily endorse. Mr. Quaden is a very capable man in his line 
and has done splendid work for us, and we believe his article will 
be looked upon by bankers as a valuable contribution to your 
columns. STONE, Vice-president, 

First Wisconsin National Bank, Milwaukee, Wisconsin 
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What? Only One Copy for All Directors 


Sirs: We have been passing around the one gst and all of our 

directors have been enjoying the contents so much that I am going 
to ask you to send a Ay es to each of them. 
F. HILLIPPI, Cashier, 

The Oldham National Bank, Oldham, South Dakota 
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and seasoned by long experience...constantly alert to 
changing conditions...equipped to render the maximum “4 
cooperation to correspondent banks with active interests bol 


in this central area of America’s industrial empire. ira 
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HK, ARNINGS 


What can be done with unin- 


What can be done to increase 





from a country bank drops into 
4 the chair alongside my desk and 


begins to talk. No matter what 


p opening gambit he offers, I can forecast what he came to 


‘discuss. Before the visit is ten minutes old he will be 
Jinquiring, “Say, what are you fellows doing with your 
money? Since the city banks have quit paying interest 
Jon demand deposits...” 

) This is the major problem of banking today. The 
time has passed when a banker must emphasize liquidity 
Hto an undue extent. Deposits are going up, need for 
Sliquidity has fallen to about normal. But the cash, like 
Hthe little girl in the old song, “is all dressed up and no 
Mplace to go.” It all simply means that unless and until 
She finds some way to employ profitably the funds not 
otherwise required, the banker cannot reach the earning 
Hrate on his earning assets to which he was accustomed a 
Slew years ago. 

> It would be simpler if there were any good way to use 
»the money for local loans. To be sure, the proportion of 













P. R. EASTERDAY 


Executive Vice-president, The First National 


Bank, Lincoln, Nebraska 


MEETING the Problem of 


BANK 


vested funds ? 


bank earnings? 


acceptable borrowers is 
But it is a slow process. 
loans — yes, 
quantity of them. 
liquidating commercial loans —these are a different story. 
Search the bank’s territory and you cannot turn up a 
handful of people who have the two essential qualifications 


increasing. 
Capital 
a bank can make any 
But sound, self- 


of a good commercial borrower: the need for the loan, 
and the showing that entitles them to it. 


"THERE is one possibility —remote, but still an outside 

chance — for keeping a few dollars a little more profitably 
employed. If the investing officer keeps extraordinarily 
alert, he may have the good fortune to find an occasional 
opportunity for a profitable and conservative investment 
at a living rate of return. Every once in a while some 
bond gets a little out of line so that the banker who moves 
quickly can get a few of these to sweeten his income 
account. But if he does, it is a combination of alertness 


and good luck. And this offers no blanket answer to the 
difficulty of banks in general, for if more than a handful 
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of bankers became aware of the 
opportunity the opportunity would no 
longer exist. 

The fact is, it seems to us, that 
bankers must resign themselves to the 
fact that we are facing a condition 
which exists and the end of which is 
not in sight. For banking purposes, 
it is a specialized little depression such 
as existed for most businesses between 
1929 and 1933. You recall what 
happened then. One sort of business 
man looked at the times and said, 
“This is a nasty situation and I’ve 
got to get my business in shape to 
make a profit even in the face of it.” 
So then he devised ways to accomplish 
this. And he was back in black ink 
by, say, late 1930 or 1931. 


HE other sort of business man 

moaned, “Oh, this is terrible, it can’t 
last.”” He lost more money during the 
early stages and continued to buy his 
red ink in large bottles. Only when 
— through no ingenuity of his own —he 
found his sales increasing in the 
general bulge of the past two or three 
months, did he begin to break even 
again. The first type of business man 
not only cut his loss in the early stages 
of the depression but also was in 
position to make real money and make 
it fast when business took a turn for 
the better. 

In that familiar situation there 
should be an analogy for banks right 
now. If we sit back and merely groan 
under the low interest rates which 
prevail, we shall lose money until times 
change for the better. If we take steps 
to make our banks profitable despite 
present investment and loaning oppor- 
tunities, we shall not suffer the loss 
of earnings and we shall be just so 
much better ready to take advantage 
of the improvement in rates when it 
comes. 

The city banks have had a real help 
in the direction of profit-making by the 
elimination of interest on demand 
deposits. This, of course, has made 
the troubles of the country banks more 
acute. But in this move is a hint that 
all of us can well follow to the advan- 
tage of our net earnings. For we must 
not overlook this, that a major outgo 
of all banks is the interest paid to 
depositors. And by cutting this 
interest to a reasonable rate we can 
help our own situation. 

Consider the country banks which 
typically have from 60 per cent to 
75 per cent of their total deposits in 
the form of C/D and savings deposits. 
Out in our part of the country, these 
banks are paying an average of over 
3% per cent—many of them 4 per 
cent—on such time deposits. It does 
not require a C. P. A. to see that some- 
thing is wrong there. There may be 
some way to earn 314 per cent on gross 
deposits nowadays, but if so all the 








bankers of my acquaintance are sound 
asleep. For every dollar on which a 
bank pays 3% per cent today, there is 
a certain net loss of at least 114% per 
cent. 

We bankers need to quit buying 
merchandise that we cannot profitably 
use. In other words, we must not pay 
a rental price for deposit money in 
excess of what the money is worth to 
us. That way lies loss, perhaps 
eventual closing. And if competitive 
conditions make it impractical for a 
single bank to put the time rate on a 
sensible basis, then co-operation can 
certainly be invoked through the 
county clearing house or the federation, 
or even a group of several adjacent 
federations. 

I have suggested this to some of my 
callers from country banks. Their 
answer is usually the same. “I’d do 
it, but the other bankers in my terri- 
tory won’t.” To which the proper 
answer is, “Of course they will, if only 
you show them the true condition.” 
When this argument arises, I am 
reminded of an acquaintance of mine 
who was driving across a middle 
western county visiting the bankers. 
He asked the first banker about service 
charges, and found that this man had 
studied his own accounts and activity, 
and was champing to get started. But 
the other local bankers would not. 
So my friend drove to the next town, 
and to his surprise found exactly the 
same condition. When he told the 
second banker that his neighbor a few 
miles up the road was all ready for 
service charges, his host at once 
decided that he would have a talk with 
Bill. Well, the visitor went all the 
way across the county and found every 
banker ready to install a service charge 
if it were not for the stupidity of his 
competitors! I suspect the same 
condition prevails on the subject of 
time money rates paid to depositors. 


LL right, we can get the equivalent 

of an increase in our interest earn- 
ings by reducing our interest disburse- 
ments. We can get the equivalent of 
another increase in interest earnings 
by charging a fair rate for our services. 
I am not going into an argument for 
service charges. Any banker who has 
not yet adopted them will presumably 
do so only when absolutely clubbed 
into it by his financial troubles. But 
a bank which sets a fair schedule for 
its services, then collects the charges, 
has in part licked the problem of low 
interest rates. 

To take one more pass at this idea 
before dropping it, it may be easily 
possible to save 1 per cent on gross 
time deposits, which should equal 
better than 1 per cent on earning 
assets in a country bank. It should be 
possible to earn better than another 
lg per cent on earning assets by an 


entirely fair and reasonable set of 
service charges. 
let’s conservatively 
per cent on earning assets —makes f 
an attainable 2 per cent interest rate 
just as good as 3% per cent was in 
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The combination — 
lump it at 1% 
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Three Steps for 


Increasing Bank 
Earnings ! 





ctl TT 








INTEREST 
RECEIVED 


-_ r 
CR ee AON Seren xe 


= 


> : 
Sm 























1 Adjust interest rates on time F 
e deposits ' 


other days. This, therefore, may be 
a substantial part of the answer to 
our problem. 

But we still have the uninvested 
funds. What to do with them? Well, 
there are several possibilities, any or 
all of which may apply in any given 
bank. Of course it is impossible right 
now to keep all funds profitably 
invested. Let me first point out that 
nobody can soundly set up a tabula- | 
tion or draw a chart for all banks to ff 
show just what proportion of a bank’s 
funds should go into each kind of loan 
or investment. It varies with the 
territory, the size of the bank, the 
particular bank in a community. | 

Bank A is in a town where the needs | 
for funds are seasonal, and deposits 
likewise. Bank B serves a community 
where volume of business, both deposits 
and loan demand, is almost even from 
month to month. Certainly their wise 
use of funds must differ greatly, since f 
Bank A cannot tie itself up with any 
degree of assurance, while Bank B may 
be able to buy general market bonds — 
with assurance that they can be held, 
if market conditions demand, until 
maturity. 

Bank C is large, Bank D is small. 
Bank C may find an opportunity to 
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CLEARING HOUSE 


put $50,000 into bonds of a type which 
will average out satisfactorily even 
though there may be fluctuations in 
the individual bonds. But if Bank D 
should buy what for it would be an 
equivalent amount, say $10,000, it 
would not have its investment spread 
over a sufficient field to insure satis- 
factory averaging. 

Bank E is so solidly established in 
the mind of its public as a local 
Gibraltar that even immediately before 
the moratorium it felt no shrinkage in 
deposit totals. Bank F, across the 
street, is just as solid and just as well 
managed, but the public does not think 
so. While Bank E may safely buy a 
reasonable block of moderately long- 
term bonds, Bank F would perhaps 
endanger its existence by an identical 
investment. No, you cannot set up a 
standard investment program to meet 
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2 Adopt a fair schedule of serv- 
e ice charges 


the needs of all banks. The banks 
themselves are too widely different. 
Certain general principles may, how- 
ever, be set down that apply to the 
present circumstances. Their indi- 
vidual application toa given bank must 
obviously depend upon the bank itself. 
For one thing, there are still some 
general market bonds which under 
appropriate conditions may be good 
investments for surplus funds. But 
only, let me emphasize, under 
appropriate conditions. For example, 
we purchased a few weeks ago com- 
paratively short-term, highly diversi- 
fied general market bonds totaling 
about 4 per cent of our total deposits. 
We picked them with extreme care, 
and admitted to the list only the very 
best bonds. With one or two excep- 
lions they were AAA bonds, and the 
AA bonds which crept in were barred 
from triple A rating only by some 
technicality which does not make 


; them any less desirable. 


This purchase was dictated by our 
feeling that we could safely put into 
market bonds a sum so small in pro- 
portion to our deposit liabilities. If 
the market should sag, we could 
undoubtedly hold these bonds until 
it would once more recover. And their 
yields are high enough so that the 
interest money will be noticeable in 
sweetening up our interest income. 

Right there is one possibility for 
keeping a little more money profitably 
employed nowadays: By keeping an 
eye out for ways to add a little extra 
earnings here, and a little there, the 
total may be materially improved. 
But do not misinterpret this as 
suggesting that it would pay to go 
hunting places to put money. There 
is no surer way, as every banker knows, 
to incur losses than by trying to force 
money out. The standards of safe 
investment must not be relaxed for 
even a moment. 

Then there are governments. Here, 
again, caution must rule. Many 
governments are selling at pretty high 
prices, prices which might burn the 
bank which bought them and then had 
to unload at an unfavorable instant. 
Other governments are selling at prices 








3 Set up an individual invest- 
e ment program 


which give so low a yield that they are 
hardly worth buying. But a cautious 
path may be picked between the 
assorted disadvantages, bringing the 
bank just so much closer to a living 
rate of earnings. 

For example, we have followed the 
policy of buying almost exclusively 
such governments as we could safely 
count on carrying through to maturity. 
Then no matter what may happen to 
the market for governments, we can 
be certain of our money back at that 
time. It has not always happened 
that we have held these bonds a long 
while after buying them. Two or 
three such blocks have so risen in 
price after we acquired them that the 
price practically forced them out of 


Five 
our hands. There was one lot of bonds 
which climbed about three points in a 
short time. The yield on their market 
price had thus shrunk materially. At 
the same time there was another issue, 
with coupons paying 34 per cent less 
and maturing three years earlier, into 
which we could go at a fractionally 
higher yield on the proceeds. So we 
shifted over. The lower rate bonds 
do not have so far to drop to par, and 
we are actually carrying them on our 
books at par. And because of their 
earlier maturity, they fit into our 
investment scheme just so much better. 


THis operation is typical of some- 

thing that we are constantly trying 
for in these times. If you play bridge, 
you have probably noticed the unanim- 
ity with which the experts implore all 
players to consider the possibilities of 
a given play. If any chance enters in, 
they urge, choose the play which may 
gain you something and cannot lose 
you anything. This is the category in 
which we consider buying short term 
governments that we can safely plan 
to hold until maturity. If the market 
goes down, we lose nothing because 
they will mature at par in a few years. 
If the market goes up, we may profit. 

Another variant on this procedure 
arose recently. We had some funds 
suddenly available, and we put them 
into Fourth Liberty 414’s, at about 
103. There is an excellent chance 
that this issue may be called in nine 
months, which would mean that in 
losing the premium we should a little 
more than make it up by collecting the 
interest. There is utterly no risk to 
the investment. And if, as is possible, 
the government does not notify this 
fall of its intention to call, we shall 
have the interest earnings meanwhile. 
Also, there might be a slight exchange 
premium. The bond cannot fall more 
than fractionally below par, for it has 
too short a time to run. And at the 
moment we could find no better way 
to employ the money. 

The investing officer bemoans the 
passing of prime commercial paper 
more wistfully, I suppose, than any 
other change in investment conditions. 
It was so simple, back a few years, to 
keep idle funds busy in commercial 
paper of varying maturities so that 
even if you did not sell you presently 
got your money back a few thousands 
at a time, with a fair interest rate 
meanwhile. About the only com- 
parable way to use money now is in 
automobile acceptance paper. And 
the rates are so appallingly low, due no 
doubt to demand and favorable experi- 
ence. The other day we considered 
$50,000 of this paper, sixty-day ma- 
turity, at the current rate of 1144 per 
cent; we did not want a _ longer 
maturity, for it did not seem possible 
that rates could remain so low. Well, 
(Continued on page 20) 








What Prospect for 


THE BURROUGHS 


New Bank Legislation 


by ARTHUR CRAWFORD 











ROBLEMS involved in the 
J viminiatration of the new 

banking act of 1933, known 
during its legislative stages as 
the Glass bill and later as the 
Glass-Steagall bill, have en- 
gaged the attention of federal 
and state authorities during 
recent weeks. 

Comptroller of the Currency, 
J. F. T. O’Connor, who under 
the law is one of three directors 
of the federal deposit insurance 
corporation, has worked out 
tentative plans for its activities. 

The other two directors of 
the deposit insurance corpora- 
tion, appointed by President 
Roosevelt on September 7th, 
are Walter J. Cummings of 
Chicago, who will be chairman, 
and Elbert G. Bennett of 
Utah, a Republican. Mr. 
Cummings has been in charge 
of closed banks for the 
Treasury. Announcement of 
these selections was made by 
Comptroller O’Connor at the 
convention of the American 
Bankers Association at 
Chicago during a defense of 
the bank deposit insurance 
plan which had been criticized 
in resolutions adopted the previous 
day. Mr. O’Connor’s speech was the 
administration’s answer to the associ- 
ation’s request that enforcement of the 
insurance provisions be postponed. 

In recent weeks, also, various regu- 
lations have been issued by the Federal 
Reserve Board dealing with other 
sections of the new law. 

Meanwhile state banking commis- 
sioners have been occupied with related 
matters affecting both member and 
non-member banks. In some of the 
states, legislation opening the way to 
branch banking as authorized by the 
law is in prospect. Only nine states 
have heretofore had branch banking 
laws of this kind. 

While the new law, which was signed 

by President Roosevelt on June 16th, 


The Situation Today 


¢ 


DEPOSIT INSURANCE. Preliminary plans 
for the Federal Deposit Insurance Corporation 
already have been worked out. 
experienced men, qualified to become examin- 
ers for the new corporation, has been compiled 
in the comptroller’s office. 


NEW LEGISLATION. 
ations and other agencies generally opposed to 
guaranteed deposits and other features of the 
Banking Act of 1933 are busy studying the 
situation and organizing to press for new or 
ameliorative legislation. 


BRANCH BANKING. A number of states 
have either passed or are considering passage 
of enabling legislation to permit state-wide 
branch banking. 


UNFREEZING DEPOSITS. Legislation 
looking to the ‘‘unfreezing’’ of deposits in 
closed banks is under consideration and may 
be enacted. Representative Henry B. Steagall, 
Alabama, chairman of the House committee on 
banking and currency, regards this as one of 
the major problems before Congress. 


A list of 1,500 


Bankers’ associ- 





has been engaging the attention of 
administrative officials and bankers, 
there has been considerable discussion 
of the possibility of additional legisla- 
tion in the coming session of Congress. 

If Senator Carter Glass of Virginia 
had his way he would press for legisla- 
tion to create a unified banking system 
by forcing the state non-member banks 
under federal control. He realizes, 
however, that Congress is not ready 
for anything of this kind. Further- 
more the deposit insurance provisions 
of the new law are intended as a step 
in this direction through the require- 
ment that state banks must apply for 
membership in the Federal Reserve 
System by July 1, 1936, if they wish to 
continue to have the benefits of the 
guaranty after that date. 


Representative Henry B. Steagall 
of Alabama, chairman of the House 
committee on banking and currency, 
who will oppose any legislation tending 
to take away the privileges of state 
banks, describes the “unfreezing”’ of 
deposits in closed banks as one of the 
major problems’ before Congress. 
Legislation bearing on the closed bank 
situation may be enacted even if no 
measures of a fundamental character 
take shape. 

The key to the situation respecting 
general banking legislation lies in the 
attitude of the administration. If 
President Roosevelt urges the enact- 
ment of legislation favorable action is 
probable. If he does not it is unlikely 
that anything of an extensive character 
will be accomplished during the coming 
winter. 

Administration officials have denied 


reports that legislation already is in | 


process of being drafted. However, 
Professor A. A. Berle, Jr., one of the 
original Roosevelt “brain trust” group, 
is interested in the subject and it would 
not be surprising if a program should 
develop under his direction. Professor 
Berle, who is a financial adviser in the 
Reconstruction Finance Corporation, 














































































































did not favor the insurance or guaranty | 


provision of the new law and it was 
largely because of his attitude that 
President Roosevelt was lukewarm 
and even hostile to some of the 
features of that measure during its 
consideration in Congress. 


Professor Berle believes that the new | 


banking law represents a “transitory 
phase” and that it is merely a bridge 
or transition rather than a permanent 
solution for the situation. 





THAT this feeling is quite general is 
manifest in the movement launched § 


by the association of reserve city banks 
for a new and careful study of bank- 
ing legislation. A commission set up 
by this association with John H. Hogan 
of Chicago as chairman ex-officio and 
Guy Emerson of New York as chair- 


man of the executive committee is at | 


work. This commission not only 1s 
dealing with every phase of the 
situation as it exists among American 


banks but is studying British and 


Canadian banking systems. 
A questionnaire sent out by Mr. 
Emerson for this commission 


is olf 
§ 


ee 


RO aRENS 


























> ais 
Bons abit 


l 


all 
use 
cy, 
ing 
ate 

of 
the 
ESS. 
ank 

no 
ter 


‘ing | 


the 

If 
act- 
n is 
<ely 
cter 
ning 


nied 
s in 
ver, 
the 
oup, 
ould 
ould 
2Ssor 
1 the 
tion, 
‘anty 
was 
that 
varm 
the 
g its 


> new &§ 


sitory 
ridge 
anent 


aral is §f 
nched § 


banks 
bank- 
set up 
togan 
o and 
chalr- 
> is at 
nly is 


f the | 


erican 
h and 


y Mr. 


is of & 


og 
oa: BR MS 


Sea oe eee 


Chee, 


yee, 
.s 


anit uebalais nese: > Beit La 


ee 


rat, Sad 
wee DEED SSS 


_ 


SRS 


j 
I 


fe hate 


wd 


} 
‘ 
: 
4 


i 


S 


; 


' 





EMER S27 Se SE 


er ree 





en 


CLEARING HOUSE 


interest as showing the precise lines 
on which discussion of new legislation 
is proceeding. 

Still other studies of banking legisla- 
tion are in progress. One is being made 
by the Brookings Institution of Wash- 
ington, D. C. Another is being con- 
ducted by a committee of the Chamber 
of Commerce of the United States. 
Committees of the American Bankers 
Association also are at work. 

While Comptroller of the Currency 
O’Connor, who came to his present 
post from a law practice in California, 
has worked out preliminary plans for 
the Federal Deposit Insurance Cor- 
poration, such plans are subject to 
approval by the board of directors. 

Under the tentative set-up the cor- 
poration will have a complete new 
force of examiners. This force will be 
separated from and will act independ- 
ently of the examining forces of the 
Federal Reserve System, the comp- 
troller of the currency and the Recon- 
struction Finance Corporation. 

A list of more than 1,500 experienced 
men who are qualified to become 
examiners for the new corporation has 
been compiled in the comptroller’s 
office. Appointments will be made 
from this list. The examiners will be 
confronted with the task of examining 
10,000 banks before January Ist. 

It is proposed to decentralize exam- 
inations. A chief examiner will be 
designated for each state with head- 
quarters at the state capital where he 
can be in close contact with the state 
banking officials. 

The state banks will be allowed to 
submit their own certified condition 
statement. It will then be checked up 
by the corporation examiners. 

Every member bank of the Federal 
Reserve System, licensed to operate 
under the emergency banking act, 
must become a member of the tem- 
porary fund on or before January Ist. 
Each state bank, trust company or 
mutual savings bank which becomes a 
member of the Federal Reserve System 
on or after January 1, 1934, upon being 
admitted must become a member of 
the temporary fund. 

A state bank which is not a member 
of the Federal Reserve System may 
become a member of the temporary 
fund after approval by the bank’s 
supervisory authority and the certi- 
fication to the corporation by such 
authority that the bank is in solvent 
condition and after examination and 
approval by the corporation. 

_ Each member of the temporary fund 
Ils required to pay to the corporation 
an amount equal to one-half of 1 per 
cent of the total deposits eligible for in- 
surance. This assessment is presumed 


| to apply only to portions of deposits 


which are not in excess of $2,500, 
which is the amount insured under the 
temporary plan. The contribution to 


stock of the corporation under the 
permanent insurance plan is on a 
basis of one-half of 1 per cent of total 
deposit liabilities. The larger banks 
would have a lighter burden if the law 
were amended as advocated by some 
to make the permanent ‘stock con- 
tribution on the same basis as the 
temporary assessment. 

Half of the temporary fund assess- 
ment must be paid at the time of a 
bank’s admission to the fund, the 
remaining half being sub- 
ject to the call of the 
board of the corporation. 
If prior to July 1, 1934, 
the corporation requires 
additional funds to meet 
its obligations each mem- 
ber of the fund will be 
subject to one additional 
assessment only, in an 
amount not exceeding 
the total amount there- 
tofore paid by it. 

The corporation is re- 
quired to make good 
deposits up to $2,500 in 
the event that any mem- 
ber of the temporary 
fund closes its doors 
before June 30, 1934. 

If any balance remains 
in the funds of the cor- 
poration on June 30th 
it will be returned to the 
banks on a pro rata basis. 

The permanent deposit 
insurance fund includes 
an appropriation of 
$150,000,000 from the 
Treasury for stock sub- 
scription on behalf of the 
government and sub- 
scriptions to stock by 
member banks of the 
Federal Reserve System, 
by non-member banks 
participating and by the 
twelve Federal Reserve 
banks. 

On the basis of deposits, 
if all member banks sub- 
scribe, their subscriptions 
to Class A stock would 
total $131,801,970. If 
all non-member banks 
subscribed, their total 
would be about $80,000,- 
000. The Federal Re- 
serve banks must con- 
tribute one-half of their 
surplus as of January 1, 
1933, which would mean 
a subscription of about 
$140,000,000. 

These amounts will 
furnish the corporation 
with an initial capital 
of about $500,000,000. 
Provision is made for 
extra assessments upon 
banks equal to one-fourth 
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of 1 per cent of their total deposit 
liabilities. 

Resources of the corporation are 
increased to about $2,000,000,000 by 
a provision authorizing the issuance of 
debentures up to a total of three times 
the original capital. 

Under the permanent deposit insur- 
ance plan the corporation becomes 
liable for 100 per cent of deposits not 
exceeding $10,000, 75 per cent of the 
amount by which deposits exceed 
$10,000 but do not ex- 
ceed $50,000, and 50 per 
cent of the amount by 
which deposits exceed 
$50,000. 

The liquidation of 
closed banks is one of 
the important functions 
of the corporation. 


OF the provisions of 
the new banking law 
which are already effec- 
tive one which has had 
a pronounced influence 
is that prohibiting the 
payment by member 
banks of the Federal 
Reserve System of inter- 
est on demand deposits. 
This has had the effect 
of causing a considerable 
shift to time deposits. 

Regulations governing 
interest payments on 
time deposits have given 
the Federal Reserve 
Board considerable 
trouble. The board has 
authority to limit by 
regulation from time to 
time the rate of interest 
which may be paid by 
member banks on time 
deposits and is author- 
ized to prescribe different 
rates for such payment 
on time and savings 
deposits having different 
maturities or subject to 
different conditions 
respecting withdrawal or 
repayment or subject to 
different conditions by 
reason of different loca- 
tions. 

Regulations issued by 
the board under this 
authority provide that 
member banks of the 
Reserve System shall not 
pay more than 3 per cent 
on time deposits after 
November Ist. Interest 
on demand deposits is 
prohibited under the reg- 
/ ~ ulations except (1) any 
. deposit which is payable 
only at a bank’s office in 
a foreign country, not 
including territories, 


- 
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dependencies or insular possessions of 
the United States; (2) any deposit 
made by a mutual savings bank; (3) 
any deposit of public funds by a state 
or other political subdivision where 
payment of interest is required by 
law; (4) payment of interest in accord- 
ance with a contract entered into 
before June 16, 1933. 

The Federal Reserve Board has 
issued regulations regarding open mar- 
ket operations of Federal Reserve 
banks which come under the control 
of a federal open market committee 
created by the new law. 

It shall be the duty of an executive 
committee of five to execute purchases 
and sales of government securities and 
other obligations in the open market in 
accordance with open market policies 
approved by the Federal Reserve 
Board, to allocate among all participat- 
ing Federal Reserve banks the securi- 
ties held for their account and to keep 
the board and each Reserve Bank 
informed of all transactions. No 
Reserve Bank shall purchase or sell 
government securities except in accord- 
ance with an open market policy 
approved by the Reserve Board. 

It is provided that “the ‘time, 
character and volume of all purchases 
and sales in the open market by Federal 
Reserve banks shall be governed with 
a view to accommodating commerce 
and business and with regard to their 
bearing upon the general credit situ- 
ation of the country.” 

Another regulation issued by the 
Federal Reserve Board governs rela- 
tions with foreign banks and bankers. 
This is under the section of the law 
which vests control over such relations 
with the board, the purpose being to 
prevent the Federal Reserve Bank of 
New York from assuming prerogatives 
of this character as it has in the past. 


T is provided in the regulation that 

no officer or other representative of 
any Federal Reserve Bank shall con- 
duct negotiations with any foreign 
bank without first obtaining permission 
from the Federal Reserve Board. A 
full report of such negotiations shall be 
filed with the board. Any agreements 
reached must be approved by the 
board. 

Another regulation issued by the 
board relates to voting permits for 
holding company affiliates. This is 
under the section of the law which 
provides that no holding company 
affiliate of a national bank and no 
holding company affiliate of a state 
member bank may vote stock held in 
a bank without a voting permit. The 
issuance of a voting permit is contin- 
gent upon an agreement which makes 
possible supervision of such holding 
companies. This section of the law was 
designed to bring group banking under 
control. 


Among items of information which 
must be furnished are the total number 
of shares of capital stock of each 
subsidiary and affiliated organization, 
the form of control, whether sole or 
joint, the manner in which and object 
for which control was established and 
is maintained, the extent of control, 
whether control is direct or indirect 
and the names of the intermediaries 
through which control, if indirect, was 


THE BURROUGHS 


established and is maintained. 

A statement of condition must show 
loans, extensions of credit and advances 
in any form by each subsidiary bank to 
the applicant for a voting permit, 
investments of applicant in capital 
stock of each, other investments, in- 
cluding stocks and bonds, the capital 
stock of applicant, accounts due to 
and from each subsidiary and a 


detailed list of all contingent liabilities. fl 


This is the questionnaire referred to in Mr. Crawford's article as having been 
sent out by Mr. Guy Emerson, who is heading a special committee of the 
Reserve Cities Bankers to study banking legislation 





ments do you suggest? 


bankers do about it? 


their investments in securities? 


“30. 
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the Glass-Steagall act? 
"42. 


stock market through outside channels? 


the banks? 
**14, 
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or desirable? 
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Questionnaire Mailed to Bankers 
by a Special Commission of the Reserve 
Cities Bankers 


« ¥ 
“1, What sections of the present national banking laws prior to 1933 are incon- 
sistent with good practice, in your experience, and why? What changes and amend- 


‘2. What changes should be made in the banking act of 1933 to bring it in line 
with sound banking principle and practice? 


“3. Should we have a unified banking system? If you are of this opinion please 
think it out carefully and give reasons in detail as this is the paramount issue in 
American banking today. Should it include further extensions of branch banking? 
Should we keep the dual systems and aim to strengthen the state systems? If so, what 
definite steps in law or practice can be taken toward this end? 


“4. What steps can be taken to establish an adequate system of national, 
federal reserve, clearing house and state examinations? 


“5. Can the American people be educated as to what a bank is, as to the dangers 
of undue credit expansion, as to the value to them of permitting conservative banking 
to exist, even if it involves some restraint on the part of the people? 


“6. What are the principles underlying a sound investment policy for a com- 
mercial bank? Should it invest in real estate? What bonds should be in its portfolio? 


“7, Should the Federal Reserve Board attempt to advise and assist banks in 


“8. Should commercial banks conduct a savings business? 
“9. Should commercial banks conduct a trust business? 
Should commercial banks conduct a security business? 


What are the reasons for and against a guarantee of bank deposits? 
is the proper course to be pursued by bankers in reference to the plan incorporated in 


What will be the results of the mandatory prohibition of interest on demand 
deposits? “How will it affect correspondent bank relationships? 
policy of the Federal Reserve Board in fixing rates of interest on time deposits? What 
can the banks do, by the proper use of time deposit facilities to prevent money from 
being driven into the Federal Reserve banks, into short term investments and into the 


“13, Is it fair for the government to demand security for its deposits with 


Should double liability of stockholders be abolished? 


Should the clearing house associations of the country be further strengthened 
so that they can exercise a greater degree of control over their members and those who 
use their facilities? How could this be done? Is bank legislation on this point necessary 


There is no other country which can boast of banking institutions superior 
to our best. Even during the darkest days of our financial history we have always had 
a considerable number of strong, well managed banks. Could the policies followed by 
these institutions be made the base of a banking code?” 


What can 


What 


What should be the 
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VERY banking publication dis- 
plays prominently the objections 
of outstanding bankers to some 


} features of the banking act of 1933, 
}) more 
> insurance feature. Every bankers’ con- 


particularly to the deposit 


vention reverberates to the dismal 
predictions of what this will do to 


(, banking, what it will cost the big 
) banks, 
» convincing. 


and so on. It is almost 


But may I be permitted to wonder 


» whether there is not another side to 
> the question? 
© big city banker. 
» prominent banker. 
banker, 
) distinction is that ours is the only 
® bank still open, unrestricted, in our 
> lowa county. 
§ that this qualifies me as an authority 
) on broad national questions of banking 


To be sure, I am not a 
I am not even a 
I am a country 


and my solitary claim to 


But I have no illusions 


» and finance. 

| Out in our country bank we have 
listened with all due respect to the big 
city bankers. We can even see their 
side of it. If we had to dig down and 
produce $800,000 or $3,000,000 as our 
initial assessment to the deposit insur- 
) ance corporation, it seems reasonable 
} that the size of the assessment would 
be enough to blot out any other 
) prospects. Under those circumstances, 
| 1 should probably be shouting just as 


‘ 


vociferously as any of the 
opponents of the act. 

But let’s have a look 
at the deposit insurance 
proposition in terms of a 
country bank — of the Bed- 
ford National Bank of 
Bedford, Iowa, which hap- 
pens to be the one bank 
I know a great deal about. 
Just how is this deposit insurance 
business going to affect us? 

Well, our deposits are about 
$300,000. Back in 1930 they were 
$500,000 to $600,000. In those days 
the total of postal savings deposits in 
our town was negligible. Today it is 
over $100,000. In other words, despite 
the fact that we have a bank with an 
excellent statement and with a record 
of coming through all the years of 
acute banking trouble (which in agri- 
cultural Iowa means eight years now!) 
the people in our community are so 
afraid of banks that they are keeping 
about 60 per cent of their money in our 
institution, and about 25 per cent in 
the post office where they can be 
absolutely certain of getting it back, 
and the balance in tin cans, mattresses 
and buried. 

The assessment on our bank to set 
up the deposit insurance corporation 
figures about $1,500 to $2,000. It 
seems reasonable that once the govern- 
ment stands behind our institution 
‘just as firmly as it stands behind the 
postal savings bank deposits, we shall 
regain practically all of this money 
that now rests in the post office. Even 
the most radical opponents of govern- 
ment insurance do not suggest that 
member banks are likely to be assessed 
more than the initial amount annually. 


is well known. 


by W. 


President, Bedford National Bank, Bedford, lowa 
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The case against deposit insurance 


Here is the other 


side in an unusual article that will in- 


terest city and country bankers alike 


E. CRUM, Jr. 


Well, in terms of the Bedford National 
Bank, any time I can get over $100,000 
and maybe $200,000 of additional 
deposits from the general public at a 
cost of $2,000 a year, I’m going to do 
it. Then we can loan $50,000 that we 
keep as reserve and can cut down our 
cash, save insurance, and be benefited 
in other ways. 

We have enough money nowadays 
so that we can take care of the loan 
requirements of the absolutely good 
borrowers of our community. Give us 
an increase of deposits such as is likely 
to follow the government guaranty 
and we can with entire safety lend an 
impetus not only to our community’s 
but also to our county’s prosperity 
beyond anything that has been possible 
since 1929! Moreover, we shall increase 
our net earnings so greatly that the 
$2,000 assessment is of incidental 
importance in comparison. 


ON occasion I have tried to argue 

this point of view with some of my 
friends in the city banks. Frankly, I 
have had little luck in convincing 
them. The best they will admit is, 
“Oh, of course, I suppose I’d be for 
deposit insurance too if I had a little 
country bank. You fellows will get 
all the benefit, and we'll stand most of 
the expense.” And at this point they 
shut their minds and their ears. 

From here on, my argument has to 
be more brutal than courteous. And 
I confess I cannot back it up with 
comparative figures showing the total 
deposits involved in big city and rural 
banks which came to grief, or closely 
approached it, during the past few 
years. This is where my city friends 
have the advantage in the debate, for 
(Continued on page 22) 


TEE AW SINGONS, =} 





Washington, D. C., September 15, 1933 





Administration Stimulating Credit 
Through Open Market Purchases 


Currency inflation remains a subject of constant 
controversy. The administration refuses to resort to 
actual inflation as authorized by the Thomas amendment 
to the agricultural adjustment act if it can possibly avoid 
it. Meanwhile the inflationists led by Senator Elmer 
Thomas of Oklahoma, iong an advocate of the issuance of 
circulating Treasury notes to finance government oper- 
ations, Senator E. D. Smith of South Carolina, chairman 
of the Senate committee on agriculture, and Representa- 
tive Marvin Jones of Texas, chairman of the House 
committee on agriculture, continue to hammer at the 
administration for failure to take advantage of the 
authority granted. 

The anticipation of inflation has been an important 
factor in commodity price and stock market advances. 
Such an effect is in line with the recognized theory that 
when there is prospect of inflation the tendency is to con- 
vert currency into commodities. 

The administration is going ahead with the stimulation 
of credit through open market purchases by the Federal 
Reserve banks. This mildly inflationary policy has been 
in effect for some time. The purchase of government 
securities was speeded up to $35,000,000 during the fourth 
week in August after having been at an average rate of 
$10,000,000 for six weeks previously and at an average 
rate of about $22,000,000 for seven weeks prior to that 
time. The move to ease credit conditions by this method 
was initiated in May. The effect has been to increase 
excess reserves of member banks to more than $500,000,000 
which is sufficient as a base for $5,000,000,000 of credit. 
As has been the case for a long time the member banks 
have been reluctant to allow the abundant credit thus 
available to be used. 


Both Money in Circulation and Gold 
Outstanding Continue to Decline 


Money in circulation has dropped about $2,000,000,000 
from the record total reached in the middle of March when 
the bank situation was critical. The total of about 
$5,500,000,000 remains about $1,000,000,000 above the 
normal level before hoarding became a factor in the 
fall of 1930. 

As money in circulation steadily decreases, despite 
increased demand for currency with an enlargement of 
pay rolls and a greater retail trade, it means that money is 
returning from hoarding. 
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Gold coin outside of the Reserve banks and the 
Treasury has dropped to the lowest total in fifty years as 
a result of the drive by government officials against gold 


hoarders. The amount of gold certificates in circulation 
is a quarter of a billion dollars less than at any other time 
since 1922. 

It is estimated that nearly $500,000,000 of gold and gold 
certificates have been hoarded. Since the first week in 
March more than $825,000,000 in gold and certificates 
have been returned to the Reserve banks and the Treasury. 
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Readings of Industrial Production Index 
Bring New Encouragement 


The statistical record of business shows many encourag- © 
ing signs. : 

The industrial production index of the Federal Reserve 7 
Board stood at ninety-eight for July as against ninety-one 
in June. In July, 1932, the index stood at fifty-eight, | 
while in March of the present year it was at sixty. The | 
index is based on 100 for 1923-25. 

Wholesale prices have not kept up the pace at which 
they ascended in July but remain well above levels of aj7 
few months ago. During August the price index of the 7 
bureau of labor statistics was hovering close to seventy 7 
at the highest point since 1931. In February the index | 
was below sixty. This index is based on 100 for 1926. Rs 


Latest Figures Show That Banks 
Gradually Are Being Reopened 


Gradually banks are being reopened. The comptroller § 
of the currency’s first report of the condition of national 
banks since the March holiday showed that as of Junefy 
30th there were 4,902 licensed banks with resources ol 
$20,860,491,000 as compared with 6,016 banks with 
resources of $23,310,974,000 on December 31st. 

There were on June 30th in addition to the 4,902) f 
licensed banks 985 national banks which were operating 
under restrictions or were unopened with resources olf 
$1,441,436,000. d 

A more recent tabulation by Walter J. Cummings, 
executive assistant to the Secretary of the Treasury, shows| 
that in the latter part of August there were 13,951 ‘licensed 
banks operating without restrictions and 2,870 closed or 
operating on a restricted basis. These include both 
national and state banks. ‘ 

The 13,951 licensed banks comprised 4,961 national 
banks, 740 state member banks and 8,250 non-membel 
banks exclusive of mutual savings banks. This indicates 
that between June 30th and the latter part of Auguslf 
59 national banks were reopened. 
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The 2,870 unlicensed banks included 909 national banks, 
ninety-five state member banks and 1,866 non-member 
banks. 


N RA Collective Bargaining Clause 
May Bring Controversy 


While controversies over collective bargaining have 
presumably been ironed out in the framing of fair com- 
petition codes by the national recovery administration 
there is no certainty as to just what the effect will be. 

The codes contain collective bargaining provisions as 
provided in the national industrial recovery act. The steel, 
coal and automobile industries were not allowed to retain 
in their codes qualifying clauses which interpreted the 
law to permit the maintenance of company unions. In 
accepting the elimination of such clauses the industries 
did not by any means abandon their position. Hence the 
effect may be to precipitate serious controversies between 
capital and labor. 

Under the interpretation of the collective bargaining 
provisions as given by General Hugh S. Johnson the words 
open shop and closed shop have no place in the dictionary 
of the N R A. The law is held to mean that employees 
can choose anyone they desire to represent them or they 
can choose to represent themselves. Employers likewise 
can make collective bargains with organized employees 
or individual agreements with those who choose to act 
individually. But neither employers nor employees are 
required to agree to any particular contract, whether 
proposed as an individual or collective agreement. 

It will be a case for the survival of the fittest in the 
clash between company and outside unions. The em- 
ployers are supposed to remain aloof. In cases of dispute 
as to who shall represent the employees the N R A is 
willing to supervise the holding of a secret ballot. 


Retail Codes Presented Numerous 
Difficulties to the NRA 


Of all the problems before the national recovery 
administration few have presented more difficulties and 
ramifications than that involving retail codes. 

The retailers of various lines, who have been accustomed 
to work their employees long hours, have been fearful that 
a shortening of hours of employment would impose a 
burden which could not be met. Particularly in the smaller 
towns was there a feeling that it would mean the ruin of 
the independent retailers, giving the strong chain stores 
an advantage. 

As in the case of other codes the retailers were brought 
into line by the N R A officials. 


Agricultural Adjustment Administration 
Works on Marketing and Processing 


The agricultural adjustment administration is able to 
point with some degree of pride to production adjustment 
programs for cotton, tobacco, wheat, hogs and milk. 
Programs for sugar, rice and special crops, which are not 
listed as basic commodities in the agricultural adjustment 
act, are being worked out. Processing and marketing 
agreements covering the leading phases of American 
agriculture and the distribution of all foodstuffs have been 
under consideration. 

More than 1,000,000 contracts for cotton acreage 
reduction in sixteen states have been signed, involving 
about 3,500,000 acres of cotton land and reducing this 
year’s crop from a potential yield of about 16,500,000 
bales to 12,300,000 bales. Payments to cotton growers 
for reducing their production will amount to about 
$110,000,000. The money has been obtained through a 
processing tax on cotton. 
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The wheat plan has offered growers adjustment pay- 
ments sufficient to bring the return to the growers to 
parity on the domestic consumed portion of the crop 
which pays a processing tax of thirty cents per bushel. 
The total payment to growers in 1933 is estimated at about 
$125,000,000. In return for the payments, farmers must 
sign contracts agreeing to reduce acreage of their 1934 and 
1935 wheat crops. 


The hog program involves purchase of not more than 
four million pigs and one million sows that are soon to 
farrow. These hogs are to be processed in the usual 
manner and edible meat from them is to be marketed at 
moderate prices to the relief administration to feed desti- 
tute people. The rest of the meat will be converted into 
tankage and grease to be marketed outside the trade. A 
processing tax finances the program. 


Provisions of Securities Act Are 
Restricting Normal Financing 


Dissatisfaction with the operation of the securities 
act because of burdensome restrictions is much in evidence. 
The liability provisions imposed upon directors of cor- 
porations issuing securities and other features of a similar 
character are held to be restricting normal financing 
processes. 

During the first month of the operation of the act 
134 registration statements were filed with the Federal 
Trade Commission. These statements represented some- 
thing like $165,000,000 in security issues. 


Separate General and Emergency 
Figures Bring Budget Near Balance 


It takes an expert these days to read the daily Treasury 
statements intelligently. The separation of emergency 
expenditures from general expenditures, the emergency 
items to be financed by borrowing and the ordinary items 
from current receipts, represents a new departure in 
bookkeeping methods. 

The ordinary budget is about balanced. Increased 
internal revenue receipts have helped to wipe out a small 
deficit which developed during the early weeks of the 
fiscal year. 

Emergency expenditures during the current fiscal 
year will run into billions. It will mean that by the end 
of the fiscal year or in any event some time during follow- 
ing fiscal year the public debt will be back to the wartime 
peak of about $26,000,000,000. Before the depression 
commenced the debt had been whittled down during a 
ten-year period to about $16,000,000,000. Recently it has 
been in excess of $22,000,000,000 and steadily increasing. 


Cotton Growers and Textile Mills 
Hit by Unexpected Double Burden 


There have been various complications in the adminis- 
tration of the national recovery program which illustrate 
how impossible it is to interfere with natural laws without 
causing adverse reactions in unexpected quarters. 

For example southern farmers have complained 
because the cotton ginners have raised their charge on 
account of higher wages and shortened hours due to the 
President’s re-employment agreement of the NRA. The 
agricultural adjustment administration meanwhile has 
been trying to increase prices of cotton to the farmer. 

The southern cotton textile mills have protested 
because of the double burden caused by the cotton process- 
ing tax imposed by the agricultural adjustment administra- 
tion and the higher costs under the code of the national 
recovery administration. 
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EMPLOYEE MEETINGS 
for Better 


THE BURROUGHS 


Customer Relations 


by ANDREW J. KOLAR 


Vice-president, Drexel State Bank of Chicago, Illinois 


OU know how policies are set and 
The executive 

committee, or the board of direc- 
tors, decides that hereafter the bank 
will handle a given type of business in 


put into effect. 


a specified way. Let’s assume 
this concerns discounts. Next 
morning the cashier calls in the 
discount teller, or in a large 
bank the head discount teller, 
and tells him in the fewest 
possible words how he is to 
handle this type of business in 
future. The president explains 
the new idea rather fully to the 
officers, either singly or in a 
meeting. And the bank is now 
well satisfied that with its 
improved policy, things will go 
more smoothly. 

Next week, perhaps, -the first 
case under this new policy 
comes up for actual handling. 


The customer comes to the 
discount window, meets an 
unfamiliar situation, gets no 


explanation of reasons and pur- 
poses simply because the dis- 
count teller knows only what 
he is to do, not why he is to do 
it. And unless the customer is 
of the type that pursues infor- 
mation to its source, he may 
well go out grumbling a bit. 

A few days later the customer 
meets some bank employee 
whom he knows well —the head 
paying teller, let us say, or the 
vault custodian. Perhaps he 
meets him at church or at the 
corner drug store. Anyhow, he 
inquires about the new policy, 
only to learn that the employee 
knows nothing about it. So the 
customer continues to feel 
annoyed about the new deal 
(which may be far better for 
him, if only he knew it, than 
the old method) and perhaps 
spreads his dissatisfaction 
among the bank’s customers 





before someone finally gives him 
the facts and pacifies him. 

I may as well confess that we 
have had just this sort of experi- 
ence a good many times. If we were 
really bright, I suppose we should have 
done something about it long before 
we did. It dawned upon us that the 
bank is not, to most customers and 








Subjects of Employee Meetings 
Held in Mr. Kolar’s Bank 


© 


SERVICE CHARGES. ‘‘We had several meetings. 
Moreover we had three lecture sessions at which we 
presented not informal talks but actual prepared 
explanations of the whole thing.”’ 


ECONOMY. ‘‘We knew there was a good deal of 
waste and carelessness in the use of supplies. We 
take this up every once in a while.”’ 


TELEPHONE COURTESY. “Our people know, 
because the subject has been discussed so often, 
that a bank can lose more business by poor handling 
of telephone calls than all its advertising and new 
business effort can bring in the doors.”’ 


MONTHLY PAYMENT NOTES. ‘‘We have had a 
good many proofs that this meeting was profitable, 
for employees have not only been able to give cus- 
tomers the how and why, but also suggest their use 
to liquidate slow loans.”’ 


AUTOMOBILE LICENSES. ‘‘Now every employee 
knows that applications are handled at the state- 
ment window, and can further inform inquirers that 
drafts cost ten cents apiece.”’ 


STATEMENT OF CONDITION. ‘‘We discovered 
that a good many of our force had no idea what was 
meant by the usual headings on a statement, such 
as capital, surplus, undivided profits, and so on. 
We went over this.’’ 


HANDLING A RUN. ‘During the strenuous 
times, we saw no reason why we should not suffer a 
run, and worked out a definite set of plans for 
handling one.’’ 


PLANNING A DINNER. ‘‘We gave a dinner to the 
business men’s association of our neighborhood. 
Before we went, we held several meetings about it.”’ 


others in the community, the’ senior 
officers and the executive committee. 
To Bill Brown, who runs the meat 
market two blocks down the street, 
the bank consists primarily of the 
tellers with whom he transacts his only 
banking business. To old Mrs. White, 
who does her banking by mail and 
seldom comes in the doors, our bank 


is represented by the vault 
custodian. To one customer the 
personification of our institution 
is the lobby policeman, to an- 
other it is the messenger who 
presents several drafts per week, 
to still another it is the switch- 
board operator. And since this 
is so, we decided that it would 
pay us to take all of our people 
into our confidence all the way 
along the line, to let them know 
just as much about the bank 
and its affairs as they are 
individually able to absorb. 


O we set about educating 
our employees not only to our 
policies but also to a general 
knowledge of banking. We 
decided that it is likely to be 


just as important on occasion | 
to have a bookkeeper able to | 
explain the bank’s statement as | 
to have her acquainted with 7 
the operations that she per- [ 


forms on her machine. More- 
over, when somebody asks her 
why the bank does this or that, 


it may be extremely valuable to ff 
us if she is able to explain it § 


lucidly. 

For the most part, our educa- 
tional work has taken the form 
of brief meetings after bank 
hours, seldom lasting longer 
than five minutes. When some- 
thing of unusual importance 
arises, however, we go into it 
more in detail and more 
formally. 

There is no comprehensive 
schedule of subjects for this 
course of lessons, if we may 
dignify it by calling it so im- 
pressive a name. 
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are not scheduled in advance. Every 
often, usually at least once a 
week, some of us think of something 
that we feel the employees should know 
more about. Maybe it is something 
that has just arisen, such as a change 


we might improve our courtesy to 
customers without excessive cost in 
time. To anyone who walked through 
the lobby with an eye to courtesy, it 
quickly became evident that the cus- 
tomers were being handled in a more 
friendly, cordial fashion than before. 
And customers who knew nothing 
about the effort we were making 
commented —not that the bank’s serv- 
ice was friendlier, which would have 
shown we were laying it on too thick, 
but rather that this is a really friendly 
bank. 
It is very from 


important, our 
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meetings genuine attempts to take 
our force into our confidence —not 
merely to attempt to give them the 
atmosphere, but actually to do it. 
Since the meetings have this flavor, 
rather than that of a school, they line 
our people up on the side of the bank. 
Strangely enough, comparatively few 
bank employees see the bank’s fight as 
their fight. The detachment with 
which many a _ bookkeeper viewed 
serious runs on his institution last 
winter showed that he did not even 
recognize the elementary fact that if 
the bank had closed he would be out 
of a job. 





Employees’ Questions on Analysis 
of Customers’ Accounts 


aga 


1—Q. What is the principal class of income to a bank? 
2—Q. What part, or parts, of the assets of a bank produce that income? 


3—Q. Is it possible for a bank to invest all the depositor’s money in such 
income producing assets? 


4—Q. If not, what must be deducted from the depositor’s account before the 
earnings from the account can be ascertained? 


5—Q. What is meant by the banking term “‘float?”’ 


6—Q. What is meant by the banking term ‘‘reserve’’ as applied to deposit 
accounts? 


7—Q. Can the same ratio of such reserve be applied to all deposit accounts? 
If not, what is the deciding factor in the amount of reserve required in 
individual cases? 


8—Q. What item, or items, make up the expense of a commercial depositor’s 
account? 


9—Q. In what two ways can a depositor reimburse the bank for the expense of 
the account? 


10—Q. What is the difference in the cost to the depositor between such two ways 
of paying for the expense of the account? Explain fully. 


11—Q. What are the two groups into which the checking accounts of the bank 
have been divided? Explain the reason for this division. 


12—Q. Give the schedule of charges for household accounts. 
13—Q. How are all other accounts handled? 


14—Q. Why is this new method of charging fairer to the customer than any flat 
charge for balances maintained? 


Our purpose throughout 
is to make our employees 
realize that what is good for 
the bank is good for their 
personal pocketbooks. An- 
other way of saying it is 
‘ that we want at all times 
to broaden their views of 
the bank from a narrow 
outlook on their individual 
jobs as all there is in life. 
For instance, suppose that 
outside of banking hours a 
customer assails a_ book- 
keeper about our metered 
service charge. If she has 
not been taken into the 
confidence of the manage- 
ment and shown exactly 
why a per-item charge is 
necessary to the _ institu- 
tion’s and therefore to her 
own welfare, she may think 
only of the big stack of 
debit items that came to 
her that afternoon because 
of the per-item charge. And 
so, when the customer says, 
‘‘What do you think of the 
service charge, anyhow?’ 
the uninformed bookkeeper 
is likely to say, “I think it 
is an awful nuisance, and I 
don’t see why they do it.” 





15—Q. State in your own words how you would explain the subject “Per Item 
Service Charges" to a customer. 


16—Q. Why is it necessary that deposit tickets be made out correctly? 


17—Q. Should exchange be collected as usual since adopting service charges? 
Why? 


But we have actually had 
our bookkeepers, perhaps 
still smarting under the 
middle of the month charges 
which came through that 



































18—Q. Why is the bank entitled to this compensation? 


day, fly to the defense of 
the plan. They do it not 
from a blind loyalty to the 
bank or its management, 








of policy. Maybe it is something that 
has been there all the time, which we 
g have only now recognized that our 
) people are a little weak on. Which- 
(> ever it may be, we get them together 
| for five minutes after the bank closes 
© for the day, and go over it with them. 
* Just as an instance, a few months 
| ' ago we observed something that we 
had known for years, some- 
thing that every banker 
;, recognizes at least subcon- 
ior | sciously. Our customers 
fee. |) were getting an uneven 
eat |) degree of courtesy. Each 
eet, | employee has some cus- 
the tomers toward whom he 
niv feels especially friendly, 
‘ite. others toward whom he feels 
and unfriendly, and the great 
ank in-between class toward 
ault | Whom he has no feelings 
‘the § whatever. To his friends, 
tion | his favorites, he is affable, 
an- — obliging, even charming 
who |) When they appear in his 
eek, || Work day. To the rest he 
tch- | tends, at best, to be entirely 
this |) mechanical. His pets have 
ould | @ warm feeling toward the 
ople ) bank, and the others are 
way | likely to feel as much affec- 
now | tion for the institution 
yank | as they feel toward a 
are | penny-in-the-slot weighing 
machine. 
So we started holding 
ating |, meetings on this subject. 
oour |) We emphasized that what 
neral |) our bank needs is a uni- 
We |) formity of courtesy towards 
to be | all the people who do busi- 
asion || ness with us. We hammered 
le to d that point, that the man 
nt as |) who comes in right after an 
with a old chum of the teller’s 
per- |} may be—in a good many 
Viore- observed instances he actu- 
s her f) ally is—perhaps an older 
that, td customer, a more profitable 
ble to § customer, a better friend of 
ain it |} the bank. Therefore the 
» lobby man, the window 
-duca- |) men, the telephone operator, 
» form ) the messenger, the officers, 
bank ¥ all of us who come in con- 
longer tact with the public, must 
some- be uniformly courteous and friendly 
rtance to all. We illustrated these talks with 
nto it } actual instances, left anonymous for 
more f) the feelings of the culprits, of cus- 
| tomers who had not been too cordially 
ensive handled within the past few days. 
r this } Presently the employees in these 
e may meetings began asking highly intelli- 
so im gent questions, and even made a few 
eetings 





Suggestions of specific ways in which 








A written examination brought out the actual basic and 
detailed facts of the method we were about to install 


experience, that these little meetings 
be kept informal and free from a class- 
room atmosphere. Nobody except a 
deadly serious fellow enjoys being 
hauled into a classroom and lectured. 
Everybody, on the other hand, feels 
happy and perhaps a wee bit flattered 
to be taken into the confidence of the 
men he works under. So this is exactly 
what we strive for, to make these 


but because we have so 
grounded them in the whole 
set of reasons behind the 
service charge that they 
recognize its necessity just as sharply 
as we do. 

When it came to installing the 
service charge plan, we went into the 
educational job more thoroughly than 
ever before. I have already mentioned 
that when a subject deserves extra 
emphasis, we extend our meetings or 
go at them more intensively. Well, 
the idea of a per-item charge was of 
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major importance, for at the time we 
were planning to install it we had banks 
all around us which made no such 
charges. (If we had not installed it, 
our doors would probably be closed 
just as tightly as theirs are today.) 
So we decided that here was something 
that was going to be educated into our 
people with a vengeance. 

Instead of five-minute meetings, 
therefore, we had several meetings of 
half an hour to an hour. We gave 
out booklets which told exactly why 
we had to do it, and gave the basis of 
our own set of charges. Moreover, 
we had three lecture sessions at which 
we presented not informal talks but 
actual prepared explanations of the 
whole thing. Then we were ready to 
check up. 


E announced that on a given day 

there would be held a written ex- 
amination on service charges —and this 
meant not only the theories behind 
them, but also the actual basic and 
detail facts of the method we were 
about to install. Furthermore, we 
explained that an employee must be 
able to earn a passing mark on this 
written examination in combination 
with oral examinations which we 
purposed giving soon after. We had 
no intention of placing our vitally 
important per-item schedule at the 
mercy of a lot of uninterested and 
uninformed employees. 

We gave the written examination, 
and I must admit it was stiff. Two or 
three of our people flunked it dismally, 
while the rest came through with 
marks that varied from perfect to 
barely passable. Then we gave an oral 
examination. Several of the officers 
had a hand in asking the oral questions, 
but in general these were given by the 
officer who at that time handled our 
personnel. Some of the employees 
who had earned the best grades on the 
written examination fell down badly 
on the oral, simply because they were 
embarrassed. But the ones who had 
failed in the written test came through 
the oral with flying colors. They had 
been studying up for dear life, they 
were taking no chances on _ being 
pushed out into an unsympathetic 
world which was already overcrowded 
with unemployed bank subordinates. 
All of which is why, of course, when 
we came to put the per-item charge to 
work, we had little or no trouble with 
our customers. Whether the customer 
took it up with the president or the 
messenger or the lobby man, he got a 
full, detailed, accurate answer from an 
individual who was factually sold on 
the idea! 

Since we undertook this job of tak- 
ing our people into our confidence, we 
have had discussions all over the map. 
We have kept no list of them, so I 
must depend on memory. But here 


are a few of the subjects that come 


’ to mind. 


Monthly payment notes. We in- 
stalled them as part of our system a 
good many months ago, as a means of 
permitting slow loans to be paid off in 
installments within reach of the 
borrower. As soon as we had decided 
to use them, we had a short meeting 
and explained their purpose. Sub- 
sequently we have had a good many 
proofs that this meeting was profit- 
able, for employees have not only been 
able to give customers the how and 
why, but also they have been able in 
some instances to suggest their use 
and thus liquidate our slow loans. 

Automobile licenses. Each year at 
license time we obtain a supply of the 
forms, notarize applications, and 
supply drafts as required by the state 
authorities. It had for years been true 
that half our employees knew nothing 
about this service, because they did 
not come into contact with it. A cus- 
tomer might inquire at a_ savings 
window, and be greeted with a blank 
stare and an “I don’t know.” Now 
every employee knows that auto- 
mobile license applications are taken 
care of at the statement window, and 
can further inform the inquirer that the 
drafts cost 10 cents apiece. A frequent 
question that arises is, “Why do you 
charge me for the draft? I’m a 
customer of the bank.” The meeting 
equipped our people to explain to the 
objector just why we have to charge 
anybody for a draft. 

Statement of condition. We dis- 
covered, quite accidentally, that a 
good many of our force had no idea 
what was meant by the usual headings 
on a statement, such as capital, sur- 





BANK MEETING!! 


A Meeting of all Employees 
will be held 


WEDNESDAY, MAY 15TH 
At 4:30 P. M. 


In the Directors Room 


To Discuss 


MONTHLY PAYMENT NOTES 


Please arrange to attend 


A. J. KOLAR 
Vice-President 











For the most part, educational work 
has taken the form of brief meetings 
after hours, seldom lasting more than 
five minutes except when some- 
thing of unusual importance arises 
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plus, undivided profits, and so on. 
We went over this with them, and 
periodically touch on it again. And 
half a dozen times, as I have been 
going through the bank, I have seen 
and heard some one who was previ- 
ously uninformed giving an intelligent 
explanation to an inquiring customer. 

Economy. We knew there was a 
good deal of waste and carelessness in 
the use of supplies. So we take this 
up every once in a while, with results 
which have been noticeable. Again 
we are careful not to make this a class- 
room lecture, but to explain how 
important all expense items are in a 
business with no larger gross margin 
than banking. Our line of attack has 
been, “‘Handle expense material around 
here just as your mother taught you. 
If you throw valuable stuff around at 
home, if that was what you were 
brought up to, be careless here with 
pins and clips and rubber bands and 
pencils. But we know blamed well 


that if you are working for a living, | 


you weren’t brought up that way — 
now, were you?” 

Telephone courtesy. Our _ people 
know, because the subject has been 
discussed so often, that a bank can 
lose more business by poor handling 


of telephone calls than all its advertis- 7 
ing and new business effort can bring 7 
We discuss the impor- | 
tance of speed, how waiting half a [| 
minute on a dead telephone seems as | 


in the doors. 


long as five minutes where you can see 
the other fellow actually working on 
the information you are waiting for. 
If it takes some time to get the facts 
a caller asks for, we urge our people to 
say, “It will take me a few minutes to 
get that. Shall I call you back? Or 
would you rather wait?” This kind of 
consideration, as everybody in the 
bank knows from his own experience 
on the other end of the line, is always 
appreciated. 
from our customers. 


FREQUENTLY we have used these ; 
little meetings during the strenuous | 


times of the depression for planning 
ahead —rather, for taking our em- 
ployees into our confidence about our 
future plans. 


eventually suffer a run, so we dis- 
cussed this long before any unrest 
had appeared among our customers. 
Everybody who had any ideas con- 
tributed them. Then we worked out a 


definite manual of plans for handling a | 


run, and familiarized everyone with 
these. Sure enough, a run developed, 
and every employee knew exactly 


how to carry his part of the load. The 


president called in groups of local 
business men and talked with them. 


Tellers and others went out during the 


evenings calling on people who had 


withdrawn and invited them to return} 


(Continued on page 28) 


And we often hear it | 


For example, we saw | 
no good reason why we should not f 
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The SERVICE CHARGE 


as a sales Problem 


Introducing these charges is 
a problem in public relations 


by GILBERT BALKAM 


Manager, Department of Analysis and New Business, 
Quincy Trust Company, Quincy, Mass. 


N the part of the general public, 
there is today a ready recog- 
nition of the importance of 

security above everything else in 
banking relations. There is a well 
learned lesson of the essential part the 
banks play in the daily life of modern 
business, and the stagnation that 
results when business is deprived of 
them for any length of time. 

Security is what the depositor and 
the business man want. Both stand 
ready to applaud any moves on the 
part of his bank that appeal to him as 
protective measures, fortifying this 
security. 

With this background the resistance 
to the introduction of stop-loss charges 
through detailed analysis and metered 
service is greatly reduced, and the 
present time marked as most opportune 
for those banks which have not as yet 
taken advantage of this desirable 
plan. It is doubtful if conditions were 
ever as favorable as they are right now. 
Sales resistance is practically nil. 

The important thing to remember, 
however, after reasonable rates have 
been developed and an inexpensive 
system adopted, is that in introducing 
these charges to your customers you 
have essentially a sales problem on your 
hands. Accordingly, a genuinely sales- 
minded bank representative must be 
available to put it across with the 
greatest success. 

[It must be remembered that the 
introducing of analysis and metered 
charges is really a problem in public 
relations, and that the general public 
must be taken into the bank’s con- 
fidence if the plan is to meet with 
success. Both the public and the bank 
have the same goal in mind, a better, 


_ sounder banking operation. 


Above all things we should avoid 
being arbitrary or high-handed. If, 


; 12 our weak moments in the past, we 


have offered free services and encour- 


aged our customers to take advantage 
of them, we should, before curtailing 
them, carefully inform our customers 
why such service can no longer be 
continued. 

Here at the Quincy Trust Company, 
preliminary to introducing our service 
charges, we wrote a series of three 
inserts for statement envelopes. These 
inserts were of standard set-up and 
carried informative text matter, lead- 
ing to the necessity of the service 
charge. They were used for three 
successive months, 
starting in August, 


ing at a loss, the charge was initiated. 

Of course, a careful check is made 
for related accounts, and_ related 
individuals. Two accounts of the 
same concern, or with the same 
principal ownership, are merged and 
treated as one to determine the status 
of profit. A savings account is not 
considered as a factor in justifying an 
unprofitable commercial account, and 
the reason is carefully sold to the cus- 
tomer when the matter is up for 
discussion. 

On balances under $500, handled on 
metered service, personal calls are not 
made except in special cases or where 
complaints or dissatisfaction have 
developed. 

In our statements that went out on 
March 30th, following the bank holi- 
day, we included a message reading 
in part as follows: 

“To justify the judgment of our 
Government in declaring the Quincy 
Trust Company sound, and as one 
means of insuring continued security 
to all depositors, we will hereafter 
automatically (and without further 
notice) charge back to any account 





1931,as a means of pav- 
ing the way. 

During this period, 
detailed records were 
kept on accounts 
showing losses, al- 
though proper allow- 
ance was made for 
seasonal businesses. 
Next a call was made 


at the place of busi- $0.01 to $2.50... Seents 
ness of each customer $2.51 to $5.00 8 cents 
whose account stood 5 eur rte” 

at more than $500 35.01 to $10.00... .11 cents 
and at the s ti 

showed a ln, The $10.01 to $20.00........... 13 cents 
purpose of this call $20.01 to $40.00... 15 cents 
was to sell the idea, 

at first hand, that as $40.01 to $60.00 Le cutaneous 18 cents 
a protection to all cus- 

cain oa ames $60.01 to $80.00... 20 cents 
must be made profit- $80.01 to $100.00... 22 cents 


able. It was pointed 
out that if accounts 
did not carry an ade- 
quate balance, a service 
charge would be made 
to cover subsequent 
losses. A notice was 
mailed showing the 





Fees for Post Office 
Money Orders 


(As taken from the domestic 
money order application form) 


NOTE: The maximum amount for which 
a single Money Order may be issued is $100. 
When a larger sum is to be sent additional 
Orders may be obtained. 








record and confirming 
the conversation. Two 
months later, if the ac- 
count was still operat- 


A comparison of postal money order fees with the 
bank’s service charge on checks makes a strong selling 
point. The convenience of the check book is something 


else to talk about 
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Measured Service! 

















Number 5B 
i QUINCY TRUST COMPANY 
JOHN S. GWINN, Treasurer 
| jortaennellisipaidinataniiapeitectoaionibictabtic ti atncertitined Adjusting Charge for Month of 200 
| ITEM BASIS SCHEDULE Item Basis Excessttemsatse .... [|_| 
Average Service Checks Extra 
Balance Charge Allowed Items 
Under $200 $1.00 © 10 (4 Deposits) Se (Over) Detailed Analysis Basis ES eed 
200 to 300 «= None 10 a 5e 
300 to 400 »§=6None 20 2: 5e Average Balance... . ‘ 
400 to $00 = None 30 ‘4 Se icon dadenas ctl 7 he Bal 
a x 
Made up by | Checked by | Authorized by Items Handled ance gr ermencagich caer ae hae oe | 











THE BURROUGHS 


A straightforward statement such 
as this appeals to the fair-minded- 
ness of the customer. Few cus- 
tomers want banks to handle their 
business at aloss. The majority 
are quite frank in saying they ex- 


pect to pay their way 





any loss developing in that account 
in any month. Detail is always 
available, and will gladly be shown 
on request.” 

Under this notice, small accounts 
in metered service automatically 
take charges when found unprofit- 
able. On larger balances, under 
detailed analysis, we still make 
personal calls to show the customer 
the full picture of the account, 
and selling him right in his office 
on the justice of the charge, fail- 
ing adequate balance. Once sold 
there is no chance for complaint if the 
charge is later applied. 

We attempt to fortify ourselves with 
a rather complete and convincing 
explanation of our charge on the 
reverse of our charge slip, which is 
here reproduced. (We are indebted to 
the National Shawmut Bank of Boston 
for a substantial part of this explana- 
tion.) We feel confident that this is 
effective in forestalling complaints of 
which we have had surprisingly few. 

Of course, like other banks, we have 
lost some small accounts, insignificant 
in total of balances. It has been impos- 
sible to make any adequate check of 
causes, but after many personal talks 
with the owners of these accounts I am 
convinced that the metered service 
charge represents a very minor portion 
of the causes. The principal causes 
that I have found have been reduced 
income, check tax, increased postage, 
etc. I have been unable to discover 
any serious reaction against the bank 
on the part of depositors because of 
service charges. On the larger ac- 
counts, on detailed analysis, we have 
not lost a single account due to service 
charges. On the other hand, I can put 
my finger on many accounts showing 
increased balances as a direct result of 
stimulated confidence in the bank, due 
to an appreciation of the added sense 
of security. 

Most customers are reasonable. The 
large depositor does not like to feel 
that his balance is paying for the losses 
on a lot of small, unprofitable accounts, 
any more than the customer with the 
unprofitable balance enjoys the realiza- 
tion that the profitable account is pay- 
ing for his losses. 


r 


Explanation 
of the 
_—? ? 
Charge « 








feel sure that you, as a depositor, are fully in accord with our persistent purpose 
| to operate the Quincy Trust Company on the soundest possible business basis. This 

’ means allocating cost where cost is due. We know that you will agree with us that 
where service is rendered out of proportion to possible earnings on particular accounts 
some fair and equitable provision should be made to rectify this condition. 

Correction can be accomplished either through reducing the activity or increasing the 
balance of your account. It is possible that you will find it inconvenient to follow either of 
these suggestions and in that case we feel that you will understand the necessity of our ap- 
plying a‘monthly charge for services. This is the reason for the “Service Charges” which 
we have been making against customers’ accounts for over a year now. 

To justify the judgment of our Government in declaring the Quincy Trust Company 
“‘sound,”’ and as one means of insuring continued security to all depositors, we are charg- 
ing your account with the necessary adjustment for the month indicated. Details are avail- 

able at all times and will gladly be shown on request. 
May we take this opportunity to thank you for your patronage and assure you of our 
most sincere interest in your valued account. 


QUINCY TRUST COMPANY 








Properly interpreting the bank to 
the public is one of the greatest 
responsibilities resting on the shoulders 
of bank management today. Sales- 
mindedness among bank officials is one 
of the pressing needs. 

The attitude of the public toward 
the bank has been highly critical, 
perhaps is still critical. At the same 
time there is a ready recognition on 
the part of the public of the importance 
today of security above everything 
else in banking relations. 


OU don’t see the prospective deposi- 

tor shopping around for that institu- 
tion paying the highest rate of interest, 
but on the other hand bankers have 
viewed with astonishment the tremen- 
dous flight of savings into Postal 
Deposits. Nevertheless, the public is 
well aware of the essential part the 
banks play in the daily life of modern 
business, and of the stagnation that 
would result if deprived of them for any 
great length of time. 

Security is what the depositor wants, 
and he stands ready to applaud any 
moves on the part of his bank that 
appeal to him as protective measures, 
fortifying his security. 

After the bank holiday, with the 
opening of the “sound” banks under 
permits of federal and state authorities, 
the “sound” bank depositor breathed 
a sigh of relief, cast his anxiety aside, 
and went about his business, satisfied 
that the approval thus affixed to the 
record and condition of his _ bank, 
constituted ample guaranty of security. 

The bank, in recognition of this 
most favorable attitude on the part of 
the public ought to do everything in 


its power to take advantage of this 
situation, further fortifying itself in 










the eyes of the public, and at the same J 
time showing every evidence of desire J 


and intention to operate just as fully 
as possible in accordance with the full 
purpose of the federal law. 

For this reason, for instance, it would 
seem as though state banks, 


not § 


members of the Reserve, would wel- | 


come the opportunity of discontinuing 


interest on demand deposits, inasmuch | 


as the Federal Government has thought 


it essential to prohibit such interest J 


payments by member banks, as a 
means of enhancing their reputations 
for conservatism, and stimulating the 


regard for security in their institutions | 


on the part of the public. 
In other words, the closer the bank 


management operates in line with the J 


intent and purpose of the new law, 
the higher is the public regard for that 
institution. 

The new laws may well be regarded 
as the result of 
Whether they will accomplish all that 


popular demand. | 


was expected of them may be a matter | 


of opinion. 


The fact is the general | 


public is behind them. By the same § 


token, the general public may be 
expected to consider with favor any 
individual step that a bank may take 
to strengthen its own position. 


Thus selling measured service to the § 
customer through the careful efforts ol 
the sales-minded bank representative [ 
will accomplish two highly important 
It will convert unprofitable F 


purposes. 
accounts into profitable ones, and at 


the same time stimulate and extend > 
good will and confidence among cus- 5 


tomers. 
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In a recent remodeling of its main 
office lobby, the Cleveland Trust 
Company replaced tellers’ cages with 
an open type counter. The new 


counter had been previously tried in 
the bank’s womens department, and 
more recently has been installed in 






Howarp Bruce, prominent Baltimore 
industrialist and sportsman, is president 
and chairman of the board of the new 
Baltimore National Bank, Baltimore, 
Maryland. Mr. Bruce, who organized 


the new bank, is chairman of the 
board of The Bartlett Hayward Com- 
pany, and of the Worthington Pump 
and Machinery Corporation, and a 
director in the Baltimore and Ohio 
Railroad Company, the Safe Deposit 
and Trust Company, Baltimore, and 
other nationally known corporations. 


as 


newly opened or altered branches. 
From its tests of this cageless arrange- 
ment, the bank concluded that it 
permitted more tellers to work in a 
given space and speeded up the serving 
of customers. Materials used in the 
counters are bronze and marble. 





SIDNEY B. ConGpon, new president of 
the National City Bank of Cleveland, 
Ohio, has had an unusually interesting 
career. He began as clerk in a general 
store, was secretary to the Comptroller 
of the Currency, a national bank 
examiner, vice-president Bank of Pitts- 
burgh, an officer in the National 
Credit Corporation, chief of examining 
division of the R. F. C., Cleveland loan 
manager of the R. F. C., Conservator of 
Guardian Trust Company, Cleveland. 
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Blank & Stoller 
Anprew Mitts, Jr., has been named 
president of the Savings Bank Trust 
Company, a new institution estab- 
lished by New York State’s entire 
number of 137 mutual savings banks 
to provide rediscount with the Federal 
Reserve. Concurrently, the banks 
organized the Institutional Securities 
Corporation to provide additional re- 
discount for mortgages, naming as 
president, James S. Hathaway, New 
York representative of the R. F. C. 





Blank & Stoller 
J. C. Tuomson, well-known Minne- 
apolis banker, has been advanced from 
vice-president to president of the 
extensive Northwest Bancorporation 
with its affiliated banks in six states. He 
joined Northwestern National in 1907. 
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A New Director Clutchbill Story!) 


93,000 


SHORT 


by FRED COPELAND 


. E’RE not open till 9,’ said 

\ \ Cashier John Atwood, holding 

the Ferndale National’s door 

against two strangers who had come 

from nowhere and were determined to 
follow him in. 

The loftier stranger gazed sadly 
down on John. He mutely circled a 
hand to a vest pocket and plucked out 
a card which he poked out at John. 

*“Aow!” said John. 

“IT am the new examiner,” pro- 
nounced the sorrel-headed man, closing 
his jaw till it threatened his long, 
freckled nose. 

“Glad to see you, Mr. Thornspeare,”’ 
lied John, swallowing till his ears 
creaked. 

The caravan with rustling brief case 
strained forward through the door. 

“My aid is Mr. Catloon,” said the 
examiner, nodding toward his friend, 
pale with the breath of endless banking 
cloisters. “‘I’ll take the cash first .. . 
Mr. Catloon will prove the ledgers.” 

“How do you do,” said John to the 
little man whose weary light-brown 
eyes contemplated some headland 
many miles beyond the horizon. 

**The vault, Mr. Atwood,’ motioned 
the examiner impatiently. 

John felt as though poked in the ribs 
with an icicle. He wanted to boot the 
examiner swiftly in the pistol pocket, 
but held his fire and walked to the 
vault combination. 

He spun the dial around on the 
combination numbers, taking note out 
of the corner of his eye the examiner 
was weighing every move. He swung 
open the vault door and ran out the 
steel bus. 

““What’s in that... what’s in that!” 
piped up the examiner darting forward. 

“Notes, collateral file, real estate 
mortgages.” 

The examiner lapped stickers 
rapidly and slapped them feverishly 


over the drawer ends as 
though stanching the 
lifeblood of a dying 
man. 

‘“*The money, Mr. 
Atwood ... the money, 
at once!”’ 

Falling into a sand 
snipe glide John dashed 
in and out again with 
the bundles of bank 
bills. Never had he 
felt so much like a 
hotel waiter. 

The examiner 
frowned at his helper, 
Mr. Catloon. That 
gentleman let go of a far-away look 
and meekly asked for the first ledger. 

The animals all having been fed 
John began pawing around the books 
on the top of the bus. 

“Uck! Uck! What are you doing? 

. what are you taking?”’ 

John looked around and found the 
examiner sitting bolt upright fixing 
him with motionless pale eyes. 

“I’m searching for my pipe, Mr. 
Thornspeare.” 

“Aow! Hrrm!’”’ 

John stood and reflected. 

“Why don’t you open the mail, Mr. 
Atwood? See if I got anything.” 

*‘No luck this morning, Mr. Thorn- 
speare. I’ve run it over.” 

Mr. Thornspeare stopped half way 
through a bundle of bills, held the 
place with a long, freckled finger and 
inspected John slowly from head to 
foot. 

““Haven’t you got anything to do?” 
he asked with a scowl. 

‘I’m waiting for that money. We’ve 
got an old-fashioned custom around 
here of keeping an eye on ready cash. 
Why don’t you turn loose your man 
Friday on some of it?” The speech 
restored some of John’s self-respect. 
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‘**l am the new examiner,’’ pronounced 
the sorrel-headed man, closing his jaw 
till it threatened his long, freckled nose 


It was at this moment John went to 
the door in response to a female knock. 
He let in three women clerks and 
introduced them. 


Nods were jerked on both sides, and 


the girls went mutely to their respec- 
tive stations but with side glances at 
each other as is common in banks when 
the presence of examiners polarizes the 
atmosphere. 


"TWENTY minutes later the examiner 
pushed away the last bunch of bills 
and said nothing. 

“Through with the cash?” asked 
John lightly as though taking a dessert 
order. 

The examiner nodded grudgingly. 

John lugged all but the morning’s 
supply back to the vault and then 
distributed the outside cash through 
the partitions of the money drawer. 

*“Who has the key to that drawer?” 
abruptly asked the examiner. 

“There is no key,’ answered John. 

“All of you go to it?” 

“Certainly.” 

“Bad! it’s got to be stopped. Only 
one should have charge of that drawer. 
I'll have to report it.” 

“But here in the country we've 
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known each other since childhood. We 
have to take turns at the paying 
window.” 

‘‘No good!’ The examiner suddenly 
snatched up a sheet of scratch paper, 
crushed it in his fist and slammed it on 
the floor. 

“Red hair,” thought John, and then 
to the examiner: “You'll find an 
honest crew on this boat.” 

“Garrh! we'll see! Where’s the 
notes?” 

John pointed to one of the sealed 
drawers in the bus. After that he 
opened the front door for business. 

Examiner Thornspeare made a run 
of the notes and repaired to the quiet 
of the directors’ room to compare them 
with some previous examiner’s report 
which he had in his bag. 

Suddenly about 11 o’clock the 
directors’ door flew open. The sorrel 
warlock of the examiner ran out of the 
opening. 

‘“‘Mr. Atwood, I want to see you!” 
he brayed. 

Two customers snapped their heads 
up at the lobby desk and peeled back 
their startled eyes. 

John got up from his desk and made 
ready to shed the first litter of arrows. 
The instant he was in the imperial 
presence his ears were pierced with the 
first volley. 

“This is terrible! ... Terrible! ! How 
can you —how can you! take such notes 
as these frittering away the 
depositors’ money? Ba! the directors 
ought to be jailed. Get’em in here... 
all of ’em!”’ 


AN 
SS 


“These notes have got to be 
paid or written off the books 
of this bank!”’ 


4 


“That will take a bit of time,”’ said 
John still standing on both feet. 

“Find ’em! Garrh! they ought to 
resign —I’ll tell em that... just that!” 
The examiner blindly grabbed a sheet 
of scratch paper, crunched it to a ball 
and slammed it in a wastebasket. 


JOHN got out of the room, took a 

breath of sin-free air and suddenly 
spied Director Clutchbill — sitting 
patiently by his desk. 

“IT know!” nodded the old director 
in a low voice as John came up with 
his eyes cocked slightly out of line. 

“Better hang around a_ spell,” 
muttered John. “I’ve got to dig up 
the other directors. Hell has sent us a 
new litter of examiners. One of ’em 
seven feet tall—awful temper —red 
hair.” 

‘Hmm! no one knocked clean out 
yet, I hope.” 

‘“‘No, only had one round. He don’t 
think me powerful enough. He wants 
to tackle the whole board . . . men- 
tioned they ought to be in jail. Says 
our notes are terrible. He jumped on 
me because several of us have to use 
the same cash drawer.” 

“Hmm! nodded Director Clutch- 
bill. ‘“‘No examiner ought to be 
allowed inside our country banks unless 
he’s lived for thirty years amongst our 
rural conditions. I can remember 
when we used to have matured men 
raised amongst us for examiners, not 
these upstarts brought up in some 


cage in a city bank. What’s this bird 
like?” 


\ 
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“Slings paper around!’’ 

“What!” 

“I say, when he gets wild he grabs 
a piece of scratch paper, squeezes it 
into a ball and slings it into a waste- 
paper basket.”’ 

“Huh, that’s curious.” Director 
Clutchbill mused a moment with his 
gray goatee sticking out sidewise. 
“More may come of that than you 
expect. I'll go out and warn the other 
directors to get ready for jail. We'll 
come in about 2 o’clock with poised 
muskets.” 

John looked at the clock. 
noon. ‘He said now.” 

“Heh, well, you tell him the patri- 
arch of the flock is so scared he’s gone 
to visit the oracle. And I want to sort 
of oil my guns... it’s only the bull’s- 
eyes that count.” 

“I hope you can at least stun the 
cuss. You know how he'll howl at 
every system we’ve got.” 

“First I plan to draw his fire, son. 
If we are amongst the dead —why, it 
will be for the first time.” 

“You better lay off. We've never 
had a gimlet-twister start off so fierce,” 
warned John as Director Clutchbill 
got up. 

A half hour later the directors’ room 
door was yanked open. Mr. Thorn- 
speare looked around the banking room 


It was 
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with a scowl and erect sorrel cowlick. 
His eyes found John. 

**Where’s them directors?” 

“They are in the act of feeding. 
Noon is lunch time in the country.” 

The examiner snorted. 

“They'll be here at 2 o’clock.” 

Mr. Thornspeare looked wildly fora 
piece of scratch paper to crunch and 
sling. Finding none, he rattled his 
jaws. 

‘“My Gawd! what a place!”” His eye 
lit on his helper. “Mr. Catloon! why 
ain’t you at lunch?” 

Mr. Catloon slunk stealthily off a 
stool, fought frantically to get a pencil 
in his vest pocket and pattered for 
the door. 

At 2 o’clock sharp Mr. Clutchbill 
led the entire kennel of directors into 
the bank. With the skirts of his black 
coat swinging grimly he headed for 
the directors’ room followed by the 
portly and red-faced figure of President 
Perkins, next a small, bald-headed man 
with downcast eyes, then two deacon- 
like brethren of substantial means and 
life-scarred cheeks. John followed them 
into the directors’ room and made the 
introductions. 


ME: Thornspeare, the examiner 
reared up his lofty sorrel head and 
looked fiercely at each. 

“Tl just sit right down here next to 
you, sir, I’m so hard of hearing,” 
explained Mr. Clutchbill. 

The other members of the board 
looked for a sudden instant at their 
ancient associate; they knew he could 
hear like a fox. 

“I’ve never seen a worse bank!’ 
exploded the examiner looking around 
the clutter of notes in a semi-circle in 
front of him. 

“Hmm!” said Mr. Clutchbill, “‘our 
cashier, Mr. Atwood, was saying you 
thought we ought to be in jail. What’s 
the crime in this bank?” 

‘These notes have got to be paid! 


Meeting 


when we figured it out we saw that for 
putting out $50,000 we should receive 
back a return of $125. Microscopic as 
is the credit risk on the best names in 
this field, we decided we had rather 
keep the money on deposit with a 
correspondent at no interest. If 
$50,000 is worth anything for two 
months, it should be worth more than 
$125. 

The probabilities seem to indicate 
that bonds should improve as bank 
investments during the coming months, 
always being sure of the right bonds in 
not excessive quantities. The fact is, 
so many small banks were badly 
burned during the depression by poorly 





Everything is terrible here . . . old 
methods —or no methods!”’ 

“Our records have worked for fifty 
years, Mr. Thornspeare, and as for 
those farmers’ notes—have you ever 
seen a cow milked?” 

The examiner scowled. 

“I thought not. It comes from the 
cow in a very fine, almost invisible 
stream, slowly and with constant labor. 
It takes time to pay a note, Mr. 
Thornspeare.” 

The examiner’s back hair rose. He 
reached blindly for scratch paper, got 
it, crunched it and slung it into the 
wastebasket beside him. 

“These notes have got to be paid or 
written off the books of this bank!” 


[FDIRECTOR Clutchbill absently toyed 
with one of the notes the examiner 
had been pawing over and cast aside. 
“Was you raised in this state?” 
asked Mr. Clutchbill in a cool voice. 
“No! ! LI hope not!’ The examiner 
raised both hands and clawed them 
upward over his shuddering eyes. 

Mr. Clutchbill slid the note over a 
scratch pad. 

“If you had been you would under- 
stand how money is loaned in a dairy- 
ing country. No examiner ought to 
come into this bank who hasn’t lived 
here for thirty years.” 

‘Are you dictating tome... to me?” 
The examiner leaned back and glared 
at Mr. Clutchbill. 

“Call it that or not... I’m telling 
you. I was here forty years before 
you were born!” 

The examiner made a vicious grab 
for scratch paper, connected with a 
paper, crunched and slammed it home 
in the basket. 

Director Clutchbill drummed his 
fingers gaily on the table and wagged 
his goatee swiftly four times. 

“I shall recommend you all be asked 
to resign,’ almost shouted _ the 
examiner. 


(Continued from page 5) 


chosen bonds in their secondary 
reserves that many of them are still 
afraid that all market bonds are afire. 
Gradually they will learn, if other 
earning sources remain meager, that 
there is an earning possibility in the 


right sort of market bonds. Then the 
bond market should recover some 
ground. 


It already has, of course, regained a 
great deal. In a number of country 
banks I have seen bond lists which, 
showing bad depreciations at the 
depth of the bear market, have come 
back so far that they are either at book 
value or above it. And this is one of 
the more encouraging factors, both in 
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*“No doubt,’’ echoed Mr. Clutchbill. 
“Have you been all through the 
notes?” 

*T have.” 

Director Clutchbill got up and went 
out fora moment. Shortly afterward 
one of the clerks came in and carried 


out the note file to rearrange and put § 


away. 






**Prove them, Miss Amidon, and let | 


me know how you come out.” 
“Yes, sir.” 


The examiner grunted and gave | 


Director Clutchbill a savage glance. 
Out in the workroom an adding 


machine run by Miss Amidon clucked | 


musically and the light continued to 
burn in the directors’ room. 


At times 


voices rose behind the door, and from | 
his desk Cashier John Atwood would 


twist his head and hold it motionless 


as he recognized now Director Clutch- § 


bill’s voice, now one of the others. 

“Why, this is funny . 
are $3,000 short!’ piped up Miss 
Amidon some time later. 

“They can’t be.’ John got up from 
his desk. ‘“‘We proved them only 
yesterday. Have you checked over 
your tape?” 

“Yes, it checks perfectly.” 

“We'd better go over them 
gether,” breathed John. 

**Mr. Clutchbill wanted to know at 
once how I came out,”’ mentioned Miss 
Amidon. 

**Huh, well, tell him. Anyhow, they 
were all right when we last had them.” 

Miss Amidon went to the directors’ 
door, wrung her hands nervously and 
knocked timidly. Prompted by a stern 
and warlike challenge from within, 
she braced herself and opened the 
door a crack. 

“Mr. Clutchbill, the notes are $3,000 
short,” she chattered and then made 
for a more quiet anchorage. 

“Three thousand short! !’ It was 
Director Clutchbill’s voice, turbulent 
and piercing. 


to- 


(Continued on page 24) 


the Problem of Bank Earnings 


the general banking outlook and in the 
outlook for a return of confidence in 
market bonds. 

But despite the most shrewd and 
careful investing and loaning policies, 
it is impossible at present interest levels 
for any bank to boost its interest 
earnings to the level which was con- 
sidered merely normal in the years 
before the big crash. And the one 
sure way to attain the same net result 
in profits for stockholders is by the 
double attack suggested above: Reduc- 
tion of interest outgo on time deposits, 
and increase of cash income’ by 
adequate charges for services rendered 
the bank’s customers. 
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FROM A BUSY DESK « » Hy. W. Sanders 


put & ECENTLY a volume came to there are a few moustaches, mostly companies are not very popular with 
R hand from London, England, of white, in evidence. The cycle points the trust officers for it usually means 
let | extreme interest to a historically- to a recrudescence of whiskers in some _ that the bank does all the work and the 
minded banker. It isa book published form. We may again see bald heads _ individual gets half the fees. How- 
> tocommemorate the 250th anniversary with enough on the lower part to ever it is pointed out by a corre- 
ave |) of Hoare’s Bank, an institution that is compensate for the bareness of the lid. spondent that such an arrangement has 
| probably unique. The bank is still un- its attractions from the point of view 




















ing | incorporated, a family concern, and i of the testator. His estate will be one 
ked |) has been in the hands of the same W huts that appoint individuals as_ in hundreds to the trust company and 
to | family since the late sixteen hundreds. executors jointly with banks or trust so, he thinks, some essential details 
mes || The exact date of the establishment 
‘om |} jis not known for the simple reason | 
uld | that it was never “‘established” in our | 
less | sense of the word at all. The first 
tch- |} Hoare was a goldsmith and his por- 
> trait which forms the frontispiece 
otes |} shows fine character and judgment. 
vliss |} He had his “shop” in the same 
) premises where he lived as was the 
rom §} custom in those days, and over his 
only | door he hung, for a sign, a gilded 
over | Jjeathern bottle—also a custom in the 


days before street numbering. They 
still have the bottle in a glass case, 














to- and they still call the main bank- 
ing room the “shop.” The gold- 
w al smith business was gradually discon- 
Miss tinued as the house developed into a 
' banking concern, but the old books 
they show many items of gold and jewelry 
m1. sold to customers or repaired for them. 
tors In the year 1690 the bank was moved 
and || to its present location, and the existing 4 
stern | building dates from 1829. Above the nN 
thin, bank are living quarters, the furnish- N 
the | ings being valuable antiques. The N 
| dining-room furniture, for example, ‘ 
3,000 | was bought direct from Thomas ' 
nade Chippendale himself. Hanging on the 
walls of the passages are the flintlock short cut 
io muskets provided by the government | 
ulen for defense of the premises during the | ° ; 
Gordon Riots of 1730. Tellers of the to savings = Long Distance! 
> 24) bank—called ‘“‘cashiers’ after the 
English custom—are still provided 
with snuff to offer customers while 
quill-pens are still available at the . ° 
countess. ‘The souvenit heck & thea: Long Distance telephone service sells goods. Says a Vir- 
trated with fine reproductions of ginia coal company, “We contact more prospects per day 
i ili portrait paintings of this long line of by telephone, resulting in increased sales per salesman, at 
gs lamous bankers and of many of their less cost per ton.” 
distinguished customers of earlier cen- Many other businesses are finding L Di l 
i ial turies, among whom we noticed the bl 4 nape f a _— counted 
Asay name of Samuel Pepys, the diarist. uable because it is so ast, so convenient, 80 economical. 
coca mi | (From New York to Philadelphia, 50c; Chicago to Pitts- 
canaat burgh, $1.80; Washington, D. C., to Atlanta, $2.35.) 
. Con- Witt the next generation of bankers | Long Distance may be profitably fitted into your oper- 
years go back to whiskers? A banker points | ating plans, just as it has in such widely different fields as 
= aie out that whiskers on the face tend to | 
Morar pass through regular cycles, like busi- | tires and refrigerators. For helpful information, call the 
a ial ness. Portraits of Washington and the | local Bell Telephone Business Office. 
‘educ- Other worthies of Revolutionary days | Rates above are for station-to-station, daytime calls. Evening and night rates, con- 
ae show clean-shaven faces. Sixtv and siderably lower. Where the charge is 50c or more a federal tax applies as follows: 
DosIts, i ; . < | 50c to 99c, tax 10c; $1.00 to $1.99, tax 15c; $2.00 or more, tax 20c, 
. i seventy years later, in Lincoln’s day, | ’ 7 , 
lina We see a wide variety of foliage. | 
Today we are all clean-shaven, though | 
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may get missed. However the estate 
will be the only one handled by the 
individual co-executor, and presum- 
ably he will be more diligent. On the 
other hand an individual may be busy, 
absent, or sick, and at such times the 
trust company can be relied upon to 
carry on. 


¢ 


Henry Turwiter, of Security First 
National Bank, Los Angeles, runs a 
little story in Southern California 
Banker entitled ‘““Wisdom in a Clean- 
ing Shop” which contains a heap of 
wisdom. The cleaner delivers a mono- 
logue in part as follows: ‘You wear 
well-selected suits, I see, conventional 
in cut, with sober necktie . . . suits your 
job ... If I were you I’d save the 
peppermint candy shirt for holidays... 
when I go into my bank I’ve got my 
mind on serious business... money... 
If I came into your bank to hand my 
money over to you, I’d feel better 
about it if you were dressed with 
dignity . . . good white shirts . . .a 
margin of virgin white cuff below the 


sleeves . . . with formal and careful 
dress you feel more _ cool-headed, 
mature ... your clothes and your job 


The 


they can go back to their statistical 
departments and to their professional 
economists for ammunition. 

So I disclaim any statistical data to 
back up my arguments. But I have a 
lot of general impressions. I know 
that one large New York bank 
closed and did a great deal to upset 
the public faith in banks. I know that 
in each of two other cities to the east 
of us the two largest banks closed, with 
tremendous loss to their communities 
and no good effect on the public in 
Taylor County, Iowa. I know of large 
banks in other cities—banks whose 
deposits normally fluctuated daily by 
sums larger than the biggest total we 
ever had on deposit—which got into 
such serious trouble that they would 
have been closed had it not been 
impossible to let them close. 

If there had been a deposit insurance 
corporation functioning three years 
ago, I submit that it would have had a 
tremendous bulk of losses from banks 
in the East and the South and the 
Middle West, in cities of more than 
100,000 population and with deposits 
in each bank involved running into 
eight or nine figures. All this, of 
course, on the assumption that the 
deposit insurance would have been 
spread over all banks and no adequate 
supervision exercised to keep the 
member banks out of faulty practices 
and sour loans. 


belong together . . .an atmosphere of 
quiet ease . . . permeates through the 
window right to the customer... 
Money, son, is an important object 
in every person’s life . . . if you act 
frivolous the customer may feel you 
are lacking in respect for him and his 
hard-earned dollars, and go elsewhere 
... Well, son, here’s your pants... you 
know how to keep still when someone 
else is talking . . . I may drop around 
to see you towards the last of the week 

. ought to use a bank closer to 
the shop.” 


¢ 


A BANk installed a Night Depositary. 
As most of us know this is a device in 
the outer wall by which locked bags 
can be deposited through a revolving 
non-return valve, into a safe located in 
the wall. When selling the service to 
local merchants it was noteworthy 
that each one had the same mental 
reaction, namely that the act of 
depositing would be the opportunity 
of the holdup man. Inquiries showed 
that such holdups had not occurred 
in other places, and that there was 
really very little risk. The customer 
could drive up in an automobile, see 
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that no suspicious character was lurk- 
ing in the well-lighted street, leave his 
car and make his deposit, and be on 


his way in afew moments. Ifa holdup 7 


of the merchant were really planned 














it would obviously be much easier for § 


the criminal to do the deed in the mer- 


chant’s own store at closing time, than ff 
in the few seconds when depositing. © 


¢ 


An officer who handles the bond § 


account for his bank writes that he 
believes there is a deliberate tendency 
on the part of some debtors under bond 
issues to use the present situation to 


victimize their creditors by delaying | 
and defaulting in the hope of a write- | 


down of the indebtedness. These may 
find that lenders have long memories 
when they need accommodations in the 
future. There should be a permanent 
organization to keep records of all such 
attempts for future reference. 


¢¢ 


Puivie WirHERMORE says of a certain 


holding company that he is not sure 
whether he should describe it as a good § 


set-up or a good frame-up. 


Case for Insured Deposits 


(Continued from page 9) 


No, I do not believe that the city 
bankers have a simon-pure case when 
they argue that this is class legislation 
which will cost them money and permit 
bad banking out in the sticks. There 
has been plenty of bad banking in the 
sticks, but there has been plenty of it 
in the cities likewise. And there seems 
no reason to believe that if banking 
were permitted to run along in its own 
way without greater supervision than 
before, the proportion of urban bad 
banking would fall below the propor- 
tion of rural bad banking. Maybe it 
would, but I doubt it. 


"THE fact is, if bad banking is toler- 
ated in banks which come under 
government deposit insurance, the 
costs will be heavy on all member 
banks. I do not believe that the costs 
will, even under such circumstances, 
outweigh the values to the individual 
banks. Certainly there must be thou- 
sands of communities in this country 
where the potential advantages to the 
existing banks equal those that we see 
in Bedford, lowa. 

Nor does it seem likely that the 
federal authorities will permit any 
tremendous amount of bad banking 
inside the charmed circle of the govern- 
ment umbrella. Unquestionably this 
may work an apparent hardship on 
non-member state banks which will 
have difficulty in meeting the require- 





ments of the Federal Reserve System. : 
But it does seem that if banking in this | 


country is to return to the degree of 
safety and solidity which the public 


attributed to it until very recent times, | 
then there must be steps taken to make 7 
sure that only those banks continue | 
in business which can meet a high set of 7 
To accomplish this will } 
All § 


standards. 
cause some hardship, some losses. 
improvements are accompanied by the 


difficulties inherent in readjustments | 


upward, whether in banking or indus- 
try or agriculture. But when improve- 
ments are necessary, there is no known 
way to avoid paying for them. 


Once the organization is set up, I| J 





believe that such high standards of 7 
banking will be enforced that the losses F 


to the deposit insurance corporation 
will be far lower than the Jeremiahs 
now predict. They cite indisputable 


evidence of what happened to the f 


various state guaranty funds. They 
do not need to cite them to bankers 
in our part of Iowa, for we sat back in 


comparative comfort and watched the F 
state guaranty plan fizzle out ignomini- F 


ously across the river in Nebraska. 


ee 


But because state guaranties failed in f 


Nebraska and Oklahoma and every- 
where else does not necessarily mean 
that federal insurance will fail. Despite 
some recent instances where the 


national government has not brought 
about perfect enforcement of this or 
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that I maintain an old-fashioned faith 
that when Washington really sets its 
hand to enforcing something, it can be 
done. And will be. And if we get a 
situation where the federal authorities 
insist on only sound banking, we are 
going to avoid any repetition of the 
worst conditions disclosed in the acute 
troubles of the past two years. 


ANOTHER point about the new 
laws that I like, has to do with 
securities affiliates and bond depart- 
ments and the like. As it happens, we 
never bought a great many general 
market bonds, and those we did buy 
turned out pretty well. So I have no 
personal animus in the matter. But I 
know, from first-hand observation, 
that a tremendous number of country 
banks were ruined by their general 
market bond accounts —some of them 
including bonds purchased from city 
correspondents. It has been said 
repeatedly, and cannot be said too 
often, that a country banker is unable 
to buy bonds with any certain knowl- 
edge of what he is doing. The field is 
too broad, and he has too little time 
left after opening up at eight o’clock, 
driving out into the country to clerk 
farm sales, check up on _ chattel 
mortgages, and so on. So he has to 
rely on somebody else. 

My point here is that no cautious 
country banker is likely to rely too 
implicitly on the salesman of a bond 
house. Obviously the bond house has 
bonds to sell, and the rule of caveat 
emptor prevails. Which is as it should 
be. The banker buys with his eyes 
open —and is not so likely to get stuck. 
But the sales made by the salesmen of 
the city banks were seldom on this 
basis. Instead, the city bank sent out 
a salesman who often posed as a sort 
of father confessor to the country 
banker on the side of his investments. 
It worked beautifully just so long as 
bonds remained high and coupons were 
always paid. But when the denoue- 
ment came, the country banker was 
too often left sucking on a bond list 
which contained very little nourish- 
ment. And he found out, to his 
infinite surprise, that the young man 
who had won his confidence and the 
supervision of his investments was not 
a representative of the country bank- 
ing department, at all, but came 
from the bond department of a city 
bank. 

So I view with hope—while the 
city banker is privately often very 
despondent about —the restrictions on 
this type of dealing. Some of it comes 
in the Glass Act, some of it comes in 
the act controlling securities sales. 
Between them, I think they will restore 
bond selling to its proper position as a 
commercial occupation. And this will 
almost surely prevent such inroads on 
banks’ net worth as took place under 
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Through the well organized 
facilities of Bank of America, 
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Now is the time to get together, study and revise your printed forms. 


USINESS TODAY throws a 
B double challenge to management 
—an urge to lend a hand in creating a 
truly National Recovery and a de- 
mand to the individual organization 
that it shall put itself in order to meet 
a new set of operating conditions. 

The principles of successful man- 
agement have not changed—but each 
business must find new ways of ap- 
plying them. Effective direct control 
means the intelligent and continuous 
use of written instructions, written 
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reports, signed, dated correspondence. 

Properly designed business print- 
ing is a necessary and effective tool of 
management. For such printing 
thoughtful executives and careful 
buyers choose Hammermill Bond, the 
most widely distributed, most readily 
available bond paper on the market. 
Paper merchants in 97 cities carry 
large stocks for immediate delivery — 
important, when you must have new 
supplies of printing to meet new needs 
quickly. You can standardize on 
Iiammermill Bond readily 
by asking your printer to 
use it every time you order 
letterheads, envelopes or 
any kind of printed forms. 


OFFER TO EXECUTIVES 


ic Hammermiill has collected facts 
and experiences in the use of 
paper and printing. This mate- 
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Please send me my copy of ‘Outline of Execu- called “Outline of Executive 
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; the job of giving concise prac- 
: tical suggestions for organizing 
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| ing your mind and desk for 
1 more important things. Simply 
| attach coupon to your company 
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the guise of something quite different 
from what it purported to be. 

No, I cannot feel too unfavorable 
toward the new banking laws of the 
nation. Probably if I had a private 
economist to call in, a_ statistical 
department to show me exactly where 
we are trending by the deposit 
insurance legislation, and a hundred 
millions of deposits on which I should 
have to pay my little percentage, | 
should be able to get worked up as my 
city banker friends are worked up. 

Instead, I risk ostracism by saying 
that it all looks pretty sound to me, 
and if some of it proves otherwise I 
suspect it will be repealed before it 
does too much damage. And now, 
after having already taken too much 
time for any country banker to spend 
on a subject that his city correspondent 
will admit is none of his business, I’d 
better be getting back to work. 


$3,000 Short 


(Continued from page 20) 


The other four directors clicked back 
their eyebrows to full cock, and with 
Mr. Clutchbill looked sternly at Mr. 
Thornspeare. 

“Oh, I probably got one mixed up 
with my papers,” growled the exami- 
ner, shuffling things around in front 
of him. 

“Quite likely,” purred Mr. Clutch- 
bill, keeping his hands off the table. 

Mr. Thornspeare began pawing in 
earnest. He went through his brief 
case, hunted in and under the chairs 
and finally went to the door and called 
loudly for Mr. Catloon. 

There must have been something in 
the examiner’s tone which Mr. Catloon 
had never heard before for he arrived 
with blinding suddenness and at once 
began picking up papers and running 
them across his eyes. 

“No use of you gentlemen staying,” 
said Mr. Clutchbill. ‘“‘I shall remain 
here till that shortage is found.” 

The four directors got up thank- 
fully, bowed stiffly to the examiners 
and then gave Mr. Clutchbill a relieved 
look before going out. 

A half hour later Mr. Thornspeare 
gave tongue. 

“We've got no note . 
lost we didn’t do it.” 

“You dig up that $3,000 shortage or 
I’ll telegraph the head examiner,” 
stated Mr. Clutchbill in a firm voice. 

“Oh, well. Mr. Catloon go out and 
fetch back that note file.” 

Six o’clock came and so did 7. 
Mr. Clutchbill telephoned his ancient 
sister Amelia he might not be home 
till midnight. 

The examiner, Mr. Thornspeare, had 
become so nervous his eyes twitched, 
and Mr. Catloon had turned as white 
as a hare. 

At 8 o’clock Director Clutchbill 
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allowed the examiners to depart on 
the solemn promise they would be at 
the bank door at 7 the next morning. 

‘Mind yuh, I shan’t sleep a wink. 
A $3,000 shortage! Why! it’s the 
first time in the bank’s history such a 
thing has happened. If it got out— 
well, I ain’t responsible for what might 
happen.” 

During the next day the hunt went 
on while Director Clutchbill and John 
stood guard by relays in the directors’ 
room. 

About 5 o’clock that afternoon the 
entire board of directors drifted into 
the bank. 

“Well, gentlemen,” stated President 
Perkins, sitting down heavily, “‘we 
are met to see what action is to be 
taken.” 

Director Clutchbill felt thoughtfully 
of his goatee and absently dragged the 
wastebasket over to his chair where he 
began opening the tight little balls of 
scratch paper the examiner had so 
generously contributed to the recepta- 
cle. All of the other waste paper in 
the basket had been pawed over by 
the examiners several times in their 
frantic hunt. 

“T’ll do that,” suddenly gasped Mr. 
Thornspeare, watching Mr. Clutchbill 
with startled eyes. 

“Oh, you keep on—I’ve got to do 
something, I’m so nervous.” 

“Well, gentlemen, we are met... 

Suddenly Mr. Clutchbill was seen 
to stiffen in his chair. 

“What's this!” 

*““Here’s that note!’’ He lookly sternly 
at Mr. Thornspeare. ‘You got any 
idea how that got in there?’ 

Mr. Thornspeare swallowed with 
difficulty and lapped his lips. 

“You slung it in the wastebasket... 
a $3,000 note! Think of it!’ Mr. 
Clutchbill looked around under his 
shaggy brows at the directors. They in 
turn leveled their gaze on the examiner. 
N R. Thornspeare was hastily pack- 

ing his brief case. Mr. Catloon had 
already procured his hat and pulled 
it down to his eyes. 
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he thundered. 


The board sat in silence while the | 


examiner tried to beat Mr. Catloon 
to the door. They jammed in the 
opening and halted, panting. 

“Quit crowding, Mr. 
ordered the examiner, 
helper back. 

When the examiners were gone 
President Perkins spoke fervently to 
Director Clutchbill. 

“Did you shove that $3,000 note 
over the examiner’s scratch pad?”’ 

“T must have . . . just—just by 
accident.”’ 

“Do you gentlemen realize Mr. 
Clutchbill has saved our lives?’’ he 
asked the board, ‘‘and that he should 
be rewarded?” 

“Mr. President,”’ spoke up a parched 


Catloon,”’ 
shoving his 
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an inside as well as an 
outside need 


needs more than ever a common 
purpose running through the efforts 
of all and each of its members. Man- 
power must be applied to a common 
goal; work must be directed with 
singleness of purpose. 

Whether the problem is to stir up 
your salesmen to retrieve lost sales 
and achieve new quotas—whether to 
set up new standards of work in your 
factory, store or office—whether to 
distribute promptly important infor- 
mation to your dealers about new 
prices or new qualities, 
duplicating machine 


gee BUSINESS organization 


your office 


than mere duplicated copies. They 
should have character. Hammermill 
Mimeograph paper has the crackle, 
the feel, the appearance, the folding 
qualities of a bond paper . . . At times 
there will be last minute corrections 
—erasures. You can erase and re- 
write neatly on the surface of Ham- 
mermill Mimeograph . . . Even your 
pen signature will be clean, sharp and 
without feathering .. . And of course 
Hammermill Mimeograph will run 
through your equipment at high 
speeds with a minimum of offsetting 
or other operating trouble. 
Hammermill Mimeo- 





can contribute help- 
fully. 


Special letterheads 


"THIS PORTFOLIO H 
IDEAS I'M GOING 
To use!” 


graph not only serves 
with exceptional satis- 
faction the field indi- 


; 





on mimeograph paper, 
attractive headings for 
timely bulletins, forms 
ready for figures and 
data provide the am- 
munition that can be 
fed through your own 
equipment. 

It is important that 
such messages be more 


WAMMERMIL, 
MIMEOGRAPH PAPER 


BY THE MAKERS OF HAMMERMILL 
AN OFFER TO MIMEOGRAPH USERS 


There are two ways to satisfy 
yourself of the performance of 
Hammermill Mimeograph 
paper. One is to see and study 
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HAaMMERMILL Paper Co. 
Erie, Penna. 
Please send me without charge 


cated by its name, but 
combines many other 
virtues of real value in 
giving your message 
the cleanness, attrac- 
tiveness and dignity 
you demand. Hammer- 
mill Mimeograph is 
made by the makers of 
Hammermill Bond. 


BOND 





w Portfolio of Hammermill Mimeograph 
package of 100 sheets 





the range of specimens in 
the Portfolio of Hammermill 
Mimeograph. The other is to 
try 100 sheets of Hammermill 
Mimeograph on your own ma- 
chine along with a regular run. 
Use the coupon. t 
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The ten Egry Speed- 
Feeds in the offices 
of The Munsing- 
wear Corporation. 


25%] 
35 % Saved 


for Munsingwear 
Corporation 


HE Munsingwear Corporation, 

Minneapolis, recently put an Egry 
Speed-Feed on each of its Burroughs 
Typewriter Billing Machines and 
stepped up the output per operator 
25 to 35 per cent. 

The Egry Speed-Feed automatically 
interleaves and withdraws carbons. 
Eliminates the costly expense of pre- 
inserted (one-time) carbons. Reduces 
lost motion to the minimum. Increases 
the speed of ordinary billing methods. 

Adaptable to any standard type- 
writer and Burroughs Typewriter Bill- 
ing Machine (Moon-Hopkins). Slips on 
or off in an instant. Used with Egry 
continuous stationery — it speeds up 
the issuance of all business forms. 

Five minutes’ demonstration of the 
Egry Speed-Feed will prove its value 
to you. Use coupon for more complete 
information without obligation. 


THE EGRY REGISTER COMPANY 
Sales Agencies in all Principal Cities 
DAYTON, OHIO 





The Egry Electric 
Time Stamp Regis- 
ter gives you a com- 
plete and permanent 
record of every trans- 
action in your safety 
deposit vaults... 
who enters, their 
signature, box 
number, and time 
of visit. Let us 
demonstrate. 


EGRY 
SPEED-FEED 


THE EGRY REGISTER | COMPANY 
Dayton, Ohio. 


I'm willing to learn how an Egry Speed-Feed will 
pay for itself in less than a month’s time. Also tell 
me how I can use an Egry Register System. 


Name 


Address 


City State 
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and wrinkled deacon, “I ain’t a drink- 
ing man, all the men of my family have 
been teetotalers and I took the pledge 
when eleven years old, but if you will 
follow me to Udall’s restaurant and 
beer garden I'll stand for the whole 
gang, and what’s more I'll defy 
any man to wade further into a 
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case of good beer than I can.” 

Director Clutchbill hurriedly put on 
his hat. ‘Deacon Thompkins,” he 
said, beginning to scramble to his feet, 
“‘at my age I ain’t so powerful as I once 
was, but no Clutchbill during the last 
ten generations has allowed a boast like 
that to go unchallenged.” 





——-- 
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by G. A. G. 


THE ROYAL BANKING COMMISSION 


The sitting of the royal commission 
on banking has overshadowed all 
banking events in Canada recently. 
Hundreds of witnesses have appeared 
and tons of evidence have been 
reviewed by the commissioners who 
have traveled across Canada from the 
Pacific to the Atlantic taking testi- 
mony from citizens engaged in every 
important industry in the Dominion. 
Local grievances have been aired and 
bankers have filed briefs outlining their 
position on topics under discussion. 
The committee which is headed by 
Lord Macmillan, noted British jurist, 
is perhaps the most important com- 
mission to sit in Canada in a decade 
and its report should be a most com- 
prehensive treatise on Canadian bank- 
ing. Thumbnail sketches of the mem- 
bers of the commission are as follows: 

Lorp MAcMILLAN, chairman, British 
jurist of renown, chairman of numerous 
government inquiries in Great Britain 
including the treasury committee on 
finance and industry in 1929, which 
issued the famous document known 
as the ““Macmillan Report.” 

Str Cuarves Appis, K. C. M. G., 
outstanding British banker, a former 
director of the Bank of England and 
vice-chairman of the Bank of Inter- 
national Settlements. He has served 
on numerous international and British 
banking and currency committees. 

Str THomas Wuirte, Canada’s war- 
time finance minister and director of 
numerous important Canadian finan- 
cial corporations. He is vice-president 
of the Canadian Bank of Commerce 
and a director of the National Trust 
Company. 

BEAupRY LEMAN, B. S. C. E., one 
of Canada’s banking leaders and 
director of numerous Canadian finan- 
cial and industrial corporations, a 
past president of the Canadian Bankers 


| Association and general manager and 
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director of Banque Canadienne Na- 
tionale. He has served on a number of 
important Canadian commissions. 
JoHN E. BrRown_eg, K. C., well- 
known Canadian lawyer and premier 
of the province of Alberta. He was a 
former general counsel for the United 
Grain Growers and the United Farmers 
of Alberta. He will bring a western 
viewpoint to the commission. 


GOLD TO CANADIAN REFINERIES 


Another phase of financial history 
will be reflected at the Royal Canadian 
Mint, Ottawa, with the new ruling of 
the United States Treasury, which 
provides that certain concentrates and 
unretorted amalgam will be exempt 
from the embargo on gold exports. It 
is likely that a portion of the gold 
output of the United States will be 
refined and marketed through the 
Canadian mint which, through 
geographical location, has found itself 
dealing with an international situation 
for the second time in history. Many 
interesting incidents have been crowded 
into the comparatively short career of 
the Ottawa institution. Now known 
officially as the Royal Canadian Mint, 
the Ottawa mint was first opened in 
1908 as a branch of the Royal Mint, 
London, and in its earlier years oper- 
ations were confined to the production 
of gold, silver, and bronze coins for 


domestic use and the striking of | 
British sovereigns and small coinages Y 


for Newfoundland and Jamaica. Dur- 
ing the war the Canadian mint became 
an important part of the financial 
machinery of Great Britain when 
nearly 20,000,000 ounces of South 
African gold was refined for account 
of the Bank of England and the bullion 
used for war financing in the United 
States. 


THE CONTROL OF FIREARMS 


Bank bandits certainly drew no 
honors in the hand dealt them by the 
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CLEARING HOUSE 


Canadian government in the recent 
change in the criminal code dealing 
with the revolver menace. The new 
section was invoked for the first time 
recently at Winnipeg when two years 
were added to the sentence of a burglar 
for being armed with an offensive 
weapon. Gunmen who prey on banks 
will find the cards stacked against them 
from the outset as “rod-carrying” has 
become most difficult and unhealthy 
in Canada. For carrying a revolver 
without a license a five-year sentence 
may be imposed; for selling, giving 
or lending a revolver to anyone who 
does not possess a permit the fine is 
$100 and costs, and three months 
imprisonment or both. If an indi- 
vidual committing a criminal offense 
is found to be carrying a revolver or 
any other offensive weapon he is liable 
to two years in addition to any other 
sentence. 


SOMETHING NEW IN COUNTERFEITS 


Montreal has provided the month’s 
best true story for the bankers’ “Now 
You Tell One Club.” It appears that 
branch banks in Montreal had detected 
counterfeit silvercoins in circulation and 
notified the authorities. As a result of 
a police investigation an alleged coun- 
terfeiter appeared in court charged 
with issuing silver coins containing 
more silver than those turned out by 
the Royal Canadian Mint. Police in 
giving evidence stated that the “ring” 
and weight of the coins were perfect but 
they contained too great a quantity of 
silver. While outdoing the mint in 
quantity, the counterfeit was not 
quite so good in quality as the engrav- 
ing was not up to mint workmanship. 


BRANCH BALANCE SHEET COPIES 


Managers and accountants who 
become bored in signing branch balance 
sheets prepared in quadruplicate for 
head office and regional supervisor’s 
files should be glad that royal commis- 
sion methods have not yet been 
adopted by the banks. It is stated 
that eighty copies had to be made of 
all testimony and documents sub- 
mitted to the recent banking commis- 
sion. This has prompted “Lil” the 
stenographer at main office to ask 
“What happens when the carbon 
slips?” 


MORE ABOUT CUSTOMER RELATIONS 


“It is possible that a very consider- 
able portion of such antagonism to 
banks as exists is contributed to by 
the fact that managers do not point 
out to their customers their reasons for 
refusal of credit,’ writes a manager in 
the Royal Bank Magazine, in the 
course of an article on “Analyzing A 
Statement.” There is no question 
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PROTECTION 


At the left you see a picture 
study of a timely partnership 
and a baffled attack. @ This 
study is comparable with the 
two units of protection pic- 
tured—a YORK BANKERS 
DAY-RAID CHEST AND A YORK 


VAULT @ This combination 












The superiority of York's Inbuilt stands unchallenged from the 


Protection is immediately rec- standpoint of perfect protection, 
—because a York Vault com- 
bined with a York Bankers’ Day- 


Raid Chest safeguards your re- 


ognized in the design and work- 
manship of the largest and the 
smallest Burglary and Robbery 


Resisting devices York Builds. serve money night and day. Bank 


bandits know this and will pass 
eee York's record of resistance 
in actual Burglaries and Rob- 
beries is unsurpassed. 


your bank up—for they strike 


only where resistance is weak. 


eee York's equipment is daily 
protecting untold billions of 
cash and securities throughout 
the world. 


eee You can afford York pro- 
tection regardless of the size of 
your bank. 


Write for detailed information 


YORK SAFE AND LOCK CO. 


@ YORK, PENNSYLVANIA e@ 


MANUFACTURERS AND BUILDERS OF THE WORLD'S 
tee, 











GREATEST VAULTS 














NEW YORK POTTSVILLE DETROIT HONOLULU 
BALTIMORE ST. LOUIS CLEVELAND ae 
SAN FRANCISCO WASHINGTON 
BOSTON HAVANA 
NEW HAVEN LOS ANGELES 
PHILADELPHIA TOKYO 
SEATTLE HOUSTON PITTSBURGH SHANGHAS 
CHICAGO MONTREAL 











FIRE AND BURGLAR SAFES AND CHESTS 

















Used by thousands of Banks 





82 Stock 


Sizes. 


Samples Sent 
on Request. 





Patented 


REQUIRES NO PASTING 


“All Aum” EASY SNAP 


Collapsible Storage File Boxes 
and Collapsible Shelf Cabinets 


STRAYER COIN BAG CO., New Brighton, Pa. 


Bank Supplies Since 1914 








LOCK-SEAL 
NIGHT DEPOSITORY BAG 
Requires No Padlock 


Manufactured 
Only By 
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@ Nearly half the 1600 rooms at the 
William Penn Hotel have now been 
reduced to $3.00 and $3.50. ANEW 
DEAL for everybody! The same ex- 
cellent service, the same luxurious 
appointments, at Pittsburgh's finest 
hotel. All rooms with bath. Under 
management of Eppley Hotels Co. 





HOTEL 


Witiam Pena 


Also the FORT PITT HOTEL 
rooms from $1.50; with bath $2.00 
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Are You Inviting a Hold-Up? 


BANDITS looking over prospective 


victim banks, are 


more than just 


cautious about risking an alarm in a Padua- 
protected bank. 


They pass it 
“‘dangerous.”’ 


up as 


Let us show you 
how easily you may 
get Padua Hold-Up 


sets off the alarm Protect ion. 


PADUA Hold-Up Alarm Corporation 
120 Seneca Street 


Cohoes, N. Y. 
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genuine 
paper on your Burroughs. 
Ordinary 


trouble. 


Burroughs Addin 


Detail 


—but one that affects the con- 
tinuous, 
of your Burroughs equipment. 


profitable operation 


the best results use only 


Burroughs non-lint roll 


paper often contains 
or minute particles of paper 


dust which fly into the mechanism 


ultimately cause mechanical 
Buy Burroughs non-lint 
paper at the local Burroughs 


office, or order direct from 


Burroughs Adding Machine Company 


Detroit, Michigan 


Machine of Canada, 


Limited, indsor, Ont. 
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that the Royal Bank officer has put 
his finger on a practice which is per- 
haps altogether too common in branch 
banking and one that is sure to gener- 
ate trouble in the future. Passing the 
buck to head office in the refusal of a 
credit may seem the easiest reason at 
the time but the result is just stored 
up enmity for banking and all its 
works. 


THE IRRECOVERABLE DEBT DEPARTMENT 


Sometimes the irrecoverable debt 
department gets a break even in these 
times. A branch manager tells how a 
small borrower at his branch dis- 
appeared overnight leaving an un- 
secured loan for $25. In due course 
the debt was written off and transferred 
to the special debts department at head 
office. The sleuths in the special debts 
department, after an intensive investi- 
gation discovered that the borrower 
had moved to another province and 
was doing fairly well farming near a 
town where the bank had a branch. 
The note was forwarded to this branch 
with instructions to get in touch with 
the promisor and see what could be 
done in retiring the old debt. The 
note arrived at the branch just about 
the time the defaulter chose to visit 
the bank to cash a grain check. On 
being interviewed in connection with 
his loan the farmer was amazed that 
his note had found him out hundreds of 
miles away. He was also evidently 
impressed with the efficiency of the 
collecting bank for after making a 
payment on his past due paper, he 
removed from a billfold a tattered 
note yellow with age. Handing it to 
the manager he said, “You good 
collector. You probably collect this 
money I loan my brother in Russia 
ten years ago.” 


HEAD OFFICE INSTRUCTIONS 


The printed circular of instructions 
issued from time to time by head 


THE BURROUGHS 


offices for branch managers and their 
staffs is an old institution in Canada. 


It has been said that the practice was 7 


first introduced into Canadian banking 
at Halifax in 1887 


Nova Scotia, 
method in preference to the familiar 
letter of instructions in longhand. 

The circular file of a Canadian bank 
is usually not only an accurate history 
of the institution but also a record of 
the times. It has proved indispensable 
in the supervision of branches and is 
now generally used by all chartered 
banks. Head offices usually require the 
manager and staff to initial the circular 
instructions as an indication that the 
contents have been duly read and 
noted. Routine inspectors, however, 
have been known to be so unkind as 
to suggest that sometimes circulars 
have been only initialed. 


**OH YEAH ?”’ 


One Canadian newspaper evidently 
believes that bankers should join the 
army of soothsayers, market prog- 
nosticators and business prophets or 
perhaps go in for weather forecasting. 
Following the stock crash in July the 
newspaper in question editorially de- 
plored that no banker had taken upon 
himself to predict the slump of the 
market and to warn the Canadian 
public that it was imminent. Bankers 
who still remember 1929-30 will say 
there is only one answer to that and it 
is “Oh Yeah?” 


SOMEBODY ALWAYS PROFITS 


The rate reduction policy in Canada 
which has involved a cut of one-half per 
cent in the long standing interest rates 
on savings deposits has made quite a 
“hit” with painters, electricians and 
printers. These artisans, who have 
been busy altering signs on buildings 
and printing corrected rates, 
realize the significance of 
money” and they are all for it. 


Employee Meetings for Better 
Customer Relations 


(Continued from page 14) 


their money —which about 40 per cent 
of them did on this single invitation. 
Other employees went out after hours 
and solicited accounts from non- 
customers, which actually brought us 
some new business during the run and 
had the far more important psycho- 
logical effect of reassuring the neighbors 
about us. 

All told, we had three runs. After 
each, we perfected our manual to 
include what we had learned about 


handling them, until during the last 
one we even sent out for a good-sized 
bunch of roses—something we had 
decided was a good idea—and put it 
on the counter near the paying win- 
dows. And half the customers in line, 
when they came to the roses, paused 
to smell them, then sheepishly walked 
out without their money! We handed 
each withdrawer, during one _ hot- 
weather run, a fan—and several of 
them promptly handed back their 


when Thomas | 
Fyshe, then cashier of the Bank of | 
adopted the printed | 
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CLEARING HOUSE 


money, or stepped out of line. We 
had bells to strike at each window to 
call an officer. All this was planned 
in advance, or worked out from sugges- 
tions made during the meetings, and 
they enabled us to get through three 
sharp runs —many of the people in our 
district are of volatile races —and still 
operate satisfactorily. Because our 
employees knew what to expect, and 
what to do to meet it, they actually 
extinguished the flame instead of 
fanning it into a conflagration. 


SIMILARLY, we gave a dinner to the 
business men’s association of our 
neighborhood to get them thoroughly 
acquainted in advance with A Century 
of Progress, which is right at our door. 
Before we went, we held several meet- 
ings with our employees about it. 
They knew, each one, where to stand 
before the dinner, where to sit, what 
to do all the while. They kept away 
from their friends among the cus- 
tomers, made new friends that evening, 
saw to it that different groups of cus- 
tomers got well churned together. 
Many of the ideas carried out that 
evening came during the meetings 
when plans for the dinner were being 
made. And we know that the bank 
obtained about fifty times the value 
from that dinner, in good will, that it 
could have obtained if the plans had 
not been made by taking our em- 
ployees into our confidence all the 
way through. 

Let me reiterate that these meetings 
are for the most part both brief and 
informal. They come after hours, just 
before the people are ready to go 
home. In hot weather, we are very 
likely to send over to the neighboring 
ice cream factory for a gallon of ice 
cream, to be eaten either in cones or 
on wooden plates with wooden spoons. 
It is noticeable that an employee who 
is occupied with an ice cream cone is 
not only happier but also loses his self- 
consciousness and gets more from as 
well as contributes more to the 
meeting. 

The whole plan has given our em- 
ployees a feeling of being somebody of 
some consequence in the bank. The 
individual feels that he is a drive 
wheel, not a fifth wheel. He is in the 
confidence of the management all the 
while, and —if our force before this plan 
was entered into may be considered 
typical—he is far better posted on 
general banking than most people 
occupying similar positions in banks. 
He actually gets original ideas of a 
substantial sort, and comes to his 
superiors with them. He is satisfied 
With his job, but not satisfied without 
improving it and the bank. He knows 
that his own interests are solidly tied 
up with those of the institution, and 


: fights for the bank as part of himself 
» Instead of against the bank as an 
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NEW, HIGH-SPEED SCHEDULES 


™ AIR EXPRESS 


q The transfer of commercial paper between 
85 leading cities is now a matter of hours 
instead of days. New, fast planes leaving New 
York as late as 4:30 P. M. (E.S.T.) reach 
points as distant as Salt Lake City without 
loss of business hours. Intermediate points 
which enjoy this over-night service include 
Cleveland, Toledo, Chicago, Detroit, Minne- 
apolis, St. Paul, Kansas City, Omaha and 
Denver. Only one-half of one business day is 
lost in transporting paper from New York to 
Los Angeles, San Francisco, Portland, Tacoma 
or Seattle. 

q@ These high-speed runs are typical of the 
new schedules available throughout the nation- 
wide network of Air-Express service. In addi- 
tion to direct-by-air connections, fast air-rail 
service reaches 23,000 other Railway Express 
Agency points. Pick-up and delivery service 
in leading towns add to the safety of air 





express, which is further insured by the system 
of hand-to-hand signatures covering all ship- 
ments of commercial paper. Your nearest 
Railway Express Agent has full details on the 


low rates and the new, high-speed schedules. 


04 {AIR EXPRESS 


DIVISION OF 


wFetuu| RAILWAY EXPRESS AGENCY 


INCORPORATED 
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employer of opposed interests. More- 
over, it has resulted in such an 
improvement in the handling of cus- 
tomers that we are frequently told 
that ours is one of the most pleasant 
of all banks to do business with. We 
are so accustomed to being told that 
we are an extraordinarily courteous 
bank, and that our employees are 
unusually alert, that we no longer feel 
really surprised at these compliments. 


The test, of course, is that this 
standard has stood up during the 
trying months of the past years. It 
has unquestionably made easier the 
task of keeping the bank operating 
during these times. And since we 
intend to continue using this idea in 
future, there seems every reason to 
believe it will be just so much more 
effective in the less strenuous times 
ahead. 
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BURROUGHSVILLE In Account With John Doe ' John Doe 
220 Main St. ' 220 Main St. 
Please examine at once; if no error in : ; 
___.reported in ten days the account will be considered correct. ’ 
CHECKS DATE DEPOSITS )No.cftteme| ONE DAY | DATE  cyta Paid NEW BALANCE 
Amount Brought Forward wR 2% 93161) APR 234 93161* # 

1520- $07 4- 41056 — wR 3° f APR 3H 3 45511+* 
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HERE 13 COMPLETE POSTING 


i ' 
All the information necessary to compute any type of service charge or | 
to analyze the account is contained on this statement. This information _ | 
includes the number of items deposited, one day float, an automatic 
count of items paid and the daily balances of the account for the period. 
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The new machine posts, proves and journalizes in [ 


one operation. Automatically creates a full-width 
journal. Has front-feed carriage that permits fast, 
accurate insertion, alignment and removal of forms. 
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Burroughs 


Manufacturers of ACCOUNTING MACHINES ,. ADDING MACHINES 
STATISTICAL MACHINES , TYPEWRITER BOOKKEEPING MACHINES 
TYPEWRITER BILLING MACHINES . CALCULATING MACHINES 
CASH REGISTERS . TYPEWRITERS . CORRECT-POSTURE CHAIRS 
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) # ' ses The ledger shows that the customer’s 
B Le 28.193 Noa2 Za" * balance is $1,200.00 of which $985.00 

ee ee se Wg ye ee ae was deposited on April 27. The 

uncollected funds column tells, at a 
glance, that $700.00 of the April 27 
deposit will not be collected until 
April 30. Thus the collected balance 
on April 28 is $500.00, instantly 
warning the bank that payment of 
the $900.00 check is possible only by 
paying against uncollected funds. 
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This ledger warns the bank before paying on uncollected funds 
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@ A ledger and statement that completely meet all present day require- 
ments are quickly and economically posted on the new Burroughs Bank 
Bookkeeping Machine. @ On the ledger the machine provides a neat, 
‘ legible, convenient record of due date and amount of uncollected funds. 
This warns the bank before payment against uncollected funds. @ On 
4 the statement the machine prints all necessary figures for computing 
service charges and analyzing accounts, thus eliminating the need for a 
separate analysis record. @ Besides these two important improvements 
the machine has other new Burroughs features and advantages. 


@A demonstration of this new machine and its results will be profit- 





able to any bank. Investigate by calling the local Burroughs office. 
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| BURROUGHS ADDING MACHINE COMPANY .:. DETROIT, MICH. 


aed Ste SOS 
bea dio Room 
Matai 





Thirty-two 








cdjriefs on Banking Law 


by CHARLES R. ROSENBERG, Jr. 











Liability To Investor 


HE manager of the X bank, being 

consulted by A, a widow, concern- 
ing the investment of life insurance 
money, induced her to allow him to 
invest the money for her. She did so 
upon his assurance that he could invest 
the money in safe and sound securities 
yielding 6 per cent. 

He invested the funds in what he 
told her were “first mortgage bonds, 
first-class securities,” which he said he 
had “‘gotten expressly for her.”” Asa 
matter of fact, .they were second 
mortgage bonds which the manager 
was selling for his bank at a profit of 
5 per cent to it. They had not been 
expressly procured for A’s investment. 
Upon discovering the true facts, A 
tendered all the bonds to the bank 
and demanded all the money she had 
paid for them, with interest. 

At suit, the bank contended that 
what the manager had done was his 
personal act, and he, and not the bank, 
was liable for any fraud. The court 
held, however, that the bank could not 
reap any benefit from its manager’s 
wrongful act, and, further, that A was 
entitled to be put back in her original 
position by the bank’s refunding her 
money in exchange for the return of 
the bonds. It was pointed out in the 
court’s opinion, that regardless of 
whether there had been actual fraud 
or not, the manager had undertaken to 
act for both A and his bank in a 
transaction where their interests were 
conflicting, that A had been deceived 
as to the true state of affairs and that 
in such circumstances equity required 
that the transaction be set aside. 
(Carr vs. National Bank, 60 N. Y. 649.) 


Attorney’s Compensation 


HE A bank engaged B, an attorney, 

as its general counsel on a salary 
basis whereby the bank could termi- 
nate his employment or modify his 
salary at its pleasure. While B was so 
employed, the bank made a special 
arrangement with him for the pressing 
of a claim against S. It was agreed 
that B’s compensation for this par- 
ticular work would be a certain per- 
centage of the amount recovered 
from S. 

B started work on this claim, but 
was discharged by the bank from being 
its attorney before he had recovered 
anything from S. Later, after B’s 
discharge, the bank did recover a sum 
of money from S. 

B sued the bank, alleging that he 
was entitled to a percentage of the 


money recovered, in accordance with 
the original agreement. The court 
sustained his contention, holding that 
the bank, by discharging B as its 
attorney, had itself made it impossible 
for him to complete the recovery from 
S, and that he did not lose any of his 
rights by reason of the discharge. 
(Bartlett vs. Savings Bank, 79 Cali- 
fornia 218.) 


Are Judgment Notes Negotiable ? 


A NOTE payable three months after 

date contained a warrant of 
attorney authorizing confession of 
judgment against the maker for the 
amount of the note with interest, ‘“‘as 
of any term of court.” An attempt by 
a supposed “holder in due course” to 
enforce the confession of judgment in 
the note was resisted, the question 
being raised as to whether or not the 
note was negotiable. 

It was pointed out that the Uniform 
Negotiable Instruments Act provides 
that the negotiability of an instrument 
otherwise negotiable is not affected by 
a provision which ‘authorizes a con- 
fession of judgment if the instrument 
be not paid at maturity.” Under this 
clear statement of the statute, the 
court ruled, any authority to confess 
judgment before maturity destroys the 
negotiability of the instrument. An 
authority to confess judgment at ‘“‘any 
term of court,” it was held, would 
make it possible to enter judgment 
immediately, although by its express 
terms the note would not mature for 
three months. 

A warrant of attorney, however, to 
confess judgment against the maker 
“if the note be not paid at maturity,” 
is within the protection of the Negoti- 
able Instruments Act, and a note 
containing such authority is negotiable, 
assuming, of course, that it meets the 
other requirements of negotiability. 
(Milton National Bank vs. Beaver, 
25 Penna. Superior Court, 494.) 


Negligence On Loan 


"THE A bank through its cashier 

requested the B bank to invest for 
it certain funds which it had on 
deposit with the B bank. Acting on 
this, the cashier of the B bank made a 
loan of $5,000 for the A bank to X. 
The loan was secured by seventy shares 
of stock in a sound corporation, 
although it appeared that the cor- 
poration had a lien on the stock. 

The A bank, upon being advised of 
the transaction, but not of the lien, 








stated that the investment was entirely 
satisfactory. 

Shortly thereafter X failed, and the 
A bank requested the corporation 
whose stock it held as collateral fr 
X to transfer the stock on its books 
the A bank. This the corporati 
declined to do, asserting its prior li 
on the stock. At suit the lien claim: 
by the corporation was sustained ar 
the stock was sold to pay it off. Tl 
proceeds were insufficient to cover thi 
lien, so there was nothing left for th 
A bank. 

The A bank then sued the B ban 
to recover the money on the groun 
that the B bank had been negligent 1) 
not taking sufficient security for th 
loan. 

In a lengthy opinion the appellat 
court ruled that if, in view of NX’s 
standing and character, of the B bank’s 
knowledge of the lien on the stock and 
other salient factors, the loan would 
not have been made by a person ol 
ordinary skill and prudence in banking, 
the B bank was liable; otherwise, it 
was not. To the argument that the 
A bank had ratified the deal as “‘en- 
tirely satisfactory,” the court replied 
that inasmuch as the B bank had not 
fully disclosed all the facts, including 
the existence of the unwaived lien on 
the stock, it was not relieved of 
liability by the A bank’s acceptance o! 
the investment under those conditions. 
(Bank of Owensboro vs. Western 
Bank, 13 Bush (Ky.) 526.) 


No Reward Payable 


A AN employee of the X_ bank, 

» fled to Canada with $100,000. 
in currency and securities belonging to 
the bank. An affidavit charging A 
with larceny was filed with B, a 
Justice of the Peace. After prolonged 
effort on the part of B, the absconding 
employee was eventually captured and 
arrested and most of the stolen money 
and securities recovered. 

Thereafter B sued the bank, alleging 
a contract whereby it had been agreed 
that if he succeeded in effecting A’s 
capture and arrest, B was to receive 
as compensation 25 per cent of the 
amount recovered. 

The court held that such a contract, 
if made, was void as being contrary to 
public policy. The public good, so the 
court ruled, requires that the judgment 
and actions of a judicial officer such as 
a Justice of the Peace, must not be 
influenced by such considerations as 
the 25 per cent fee claimed in this case. 
(Brown vs. First National Bank, 137 
Indiana, 655.) 


PRODUCED IN THE BURROUGHS PRINT SHOP 
4070-10-33 


AT DETROIT, MICH., U.S.A. 











